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E_ o our stockholders: 2002 was a difficult year for
our economy — and a remarkable year for our company. Each

of our businesses experienced growth, and the diversified stream
of revenue they generated helped to mitigate the impact of

the economic environment on our earnings. Net income reached
a record high of $133.2 million, or $2.01 per share.

These results were achieved despite economic malaise
that persisted throughout the year. Concerns mounted about the
potential for military conflict and a wave of corporate scandals
shook investor confidence. The equity markets were plagued by
turbulence and fell for the third consecutive year.

In the wake of these converging forces, Wilmington Trust
thrived. Our advisory businesses achieved double-digit growth
against financial markets that posted double-digit declines. In
our regional banking business, loan balances topped $6 billion
for the first time. Credit quality remained stable. Core deposits
exceeded $4 billion.

Throughout the company, we developed relationships
with new clients and we deepened relationships with established

clients. We made significant acquisitions, entered important new

eryday per

- Ir
sonal {inances

markets, and added distinctive new products — all while keeping
expenses in check. Most importantly, our staff provided superior
service to our clients.

As they have every year since 1982, our consistent
earnings and strong capital position enabled us to increase our
cash dividend. This marks the 21st year in a row that we have
raised our dividend, a track record that places us in the company
of a select few. According to Mergent's Dividend Achievers, of
all the publicly held companies that trade on the New York Stock
Exchange, the NASDAQ), or the American Stock Exchange, only
159 have raised their dividends for 20 or more consecutive years.

In June, we declared a two-for-one stock split, which
increased the number of WL shares outstanding to more than
65 miltion.

Capital strength, consistent profitability, superior client
service — these characteristics have prevailed at our company
since its inception in 1903. A century later, we celebrate
our centennial with a continued commitment to delivering the
stability, security, and service that have guided our first 100

years of success.
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ur results - record high net income

of $133 million and $2.01 per share —

were achieved in one of the most economically

challenging years in recent memory

illustrate our measured and deliberate approach to expansion. The
acquisitions we made, the products we introduced, and the changes
we implemented enhanced our ability to capture opportunities
where we see the greatest potential for success.

The Delaware Valley economy remained resilient,
and the strength of our banking
business helped mitigate the impact of volatility in
the financial markets

in January, we made a significant addition to our wealth advisory
capabilities by acquiring Balentine & Company, an investment
counseling firm based in Atlanta. The Balentine strategy uses
torward-looking analyses of capital markets to bring clients a
combination of optimal diversification strategies, best-in-class
investment managers, and portfolio rebalancing. By working only
with independent money managers, the Balentine strategy
achieves objectivity. The response to this offering has been
overwhelmingly positive.

The Balentine acquisition gave us access to one of the
fastest-growing high-net-worth markets in the United States. In

February, we opened a trust office adjacent to Balentine’s head-
guarters in Atlanta, and the Balentine office in Nashville added to
the list of locations where we have a physical presence.

In recent years we have taken steps to ensure that our
investment choices encompass the full spectrum of asset classes
and styles. We added a private equity capability in February, when
we acquired an interest in Camden Partners, a Baltimore-based
private equity and fund-of-funds manager.

We leveraged our relationship with Camden Partners by
opening a trust office at their Inner Harbor location. Later in the year,
we relocated the headquarters of our federal savings bank subsidiary,
which has provided the platform for our national expansion, from
Salisbury, Maryland, to our Baltimore office.

The international scope of our corporate client business
was substantially strengthened in April, when we completed the
acquisition of SPVY Management Limited, which added five
European jurisdictions to the list of locales in which we are author-
ized to perform specialty trustee and administrative services. SPV
Management is a leading supplier of management services that
support structured finance transactions in England, Ireland, Italy,
Luxembourg, and The Netherlands.
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Fee—based income

is growing more rapidly than

net interest income

and now accounts for nearly half of

our operating revenue
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hanges and economic conditions are sparking increased dermand for financ

Back home in the Delaware Vzlley region, we continued to lead the
banking market in the state of Delaware, and we continued to gain
market share throughout southeastern Pennsylvania. Using only
four sales offices in the five counties surrounding Philadelphia, our
Pennsylvania loan balances reached $1 billion.

Our banking business is based on relationships, not trans-
actions. To emphasize that point, we have been transforming key
offices in Delaware from traditional branches into advisory centers
where clients may augment their banking needs with a range of
investment and insurance products. In November, we completed
the conversion of our main office in Dover, Delaware’s state capi-
tal, to a sales center.

In December, we expanded our presence in Florida by

opening a new office on Palm Beach on Royal Palm Way.

arket VOﬂatﬂiK‘y and continued economic uncer-
tainty throughout 2002 reinforced the need for strategic asset
allocation and financial planning, and increased the demand for
the complex solutions in which we specialize. In 2002, in addition
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to the Balentine strategy, we introduced several new tax-advan-
taged ways for our wealth advisory clients to plan for the future
and preserve their wealth.

Both of our investment affiliates made changes. Value-style
manager Cramer Rosenthal McGlynn added new portfolio manage-
ment staff. Growth-style manager Roxbury Capital Management
introduced a new small-cap offering that was well received.

-

E n our corporate client business, demand
increased for a number of our sofutions for capital markets
transactions, specialized entities, and retirement services.

We provided more trustee and administrative services on
behalf of asset-backed securitizations, especially in Europe. The
market there for this type of financing structure is relatively new,
and its use is becoming more widespread as clients leverage the
common-currency opportunities presented by the euro.

The market for services that support trust-preferred securi-
tizations mushroomed in 2002. More community banks and small
financial institutions were able to utilize this type of capital-raising
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tool in a structure that enabled them to aggregate their financing
needs and share the legal and underwriting costs associated with
trust-preferred issues.

We are a leading corporate
trustee for investment bankers, corporate
attorneys, tax advisors, securities

issuers, and other structured  finance experts

The scope of our corporate client business is broad enough to
endure a variety of economic conditions, and the elements that
contributed to a rise in corporate bankruptcies and restructurings
in 2002 led to more bankruptcy-related appointments for us.
A competitive advantage for us in this business is the fact that we
have virtually no securities underwriting or lending relationships
with large corporations, which places us among a dwindling num-
ber of trust companies that are free from such conflicts of interest.
Our retirement services business was strong and the number
of plans for which we serve as trustee was 46% higher than in 2001.
We develop much of this business in conjunction with third-party
record keepers and plan consultants and, in 2002, we added two
new providers to the group of alliance partners with whom we work.

wi

conomic turmoil took its toll on many financial
institutions in 2002 in the form of problem loans. | am pleased to
report that this was not the case at Wilmington Trust. Our credit
quality remained stable, thanks to our strict underwriting culture
and relationship focus. Our loan portfolio remained well diversified
across commercial and consumer lines, and its composition
remained relatively unchanged.

Our banking business benefited from the resilient, diversified
economy throughout the Delaware Valley region, which we loosely
describe as encompassing the 1-95 corridor between Princeton
and Baltimore, the state of Delaware, and Maryland's Eastern Shore.
As one of the few remaining banking companies headquartered
in this region, we are attracting a considerable amount of business
from clients who value our flexibility, accessibility, and desire to
accommodate their credit as well as their planning needs.

In Delaware, refinements to our traditional branches con-
tinued to be well received, and deposit and loan balances grew.
Enhancements to our online and electronic delivery platforms
resulted in one million fewer teller transactions, as clients opted
for the convenience of electronic banking. Sales of personal loans,
investment products, and insurance products reached record levels.
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e consider the new SEC

and NYSE requirements to be essential elements

of ethical business conduct;

many of them were already in place

at our company

-

R orporate governance and accountability were
scrutinized closely during 2002. The wave of corporate scandals
resulted in the most sweeping securities legislation since Franklin
D. Roosevelt was president, and prompted the Securities and
Exchange Commission and the New York Stock Exchange to issue
new rules and regulations.

Many of the new requirements have been in place at
Wilmington Trust for some time. We regard them as an integral part
of sound business practices and an extension of our core values, and

we hope they will help restore investor confidence.

Our Board of Directors guides our
company with sound counsel, meticulous

oversight, and exacting scrutiny

In 1903, our original Board of Directors comprised eight men.
Two were du Pont family members who served as president
and vice president. Today, 16 men and women sit on our Board.
Only two of us — Bob Harra, our president, and | — are members
of management.

The composition of each of our Committees is rotated or
changed every year. Our Audit, Compensation, and Nominating

and Corporate Governance Committees are composed solely of

nonmanagement directors. The Audit Committee meets quarterly
without management present. Our Audit Committee chair,
Carolyn Burger, is well versed in financial management. She is the
former president and CEQ of Bell Atlantic Delaware and former

vice president, secretary, and treasurer of Bell Atlantic Corporation.

/
i]lmingmn Trust opened in 1903 to provide
banking and trust services to clients in Wilmington, Delaware. Over
the course of our first 100 years, our services became increasingly
more complex and comprehensive. We expanded throughout the
Delaware Valley region, entered the commercial banking business,
launched our corporate client business, built a market-leader
reputation, and developed relationships with clients throughout
the country and the world.
In recent years, we have worked hard to set the stage for
our second century. We have:
o Exited unprofitable businesses,
o Qutsourced commodity-type services,
o Transformed our traditional bank branches into centers where
advisors help clients meet financial needs,
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o Invested in or acquired new investment capabilities,

o Added offices in Maryland, Pennsylvania,
and Florida, and

o Opened new offices in California, Georgia, Nevada, New
Jersey, New York, London, the Cayman Islands, and the
Channel Islands.

This year, we celebrate our 100th birthday with a firm focus on

the future. Going forward, we intend to:

o Invest in businesses that have the most potential for long-term
growth or high operating profit margins.

o Be the market leader in each of our businesses — and to be
recognized and sought out by clients, shareholders, and
prospective staff members as such.

e Increase profitability without compromising our
overall risk profile.

Today, the services we perform for clients are more complex,

- and the methodologies we employ are more sophisticated, but the
dreams and possibilities we work to fulfill remain essentially the
same as they were on that sunny day in July 1903 when we first

opened our doors. Our clients still want to assure the financial

health of their families and their businesses, now and in the future.
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We are able to provide the solutions that help them meet their goals
because of the experience we have gained and the intelfectual
capital we have gleaned from a century’s worth of experience.

T

N one of what we accomplish would be possi-

ble without people: the clients who seek our solutions, the staff
members who serve our clients, the shareholders who invest in us,

and the Directors who provide counsel to our company.

1 believe we have the best possible
combination of people and
locations to deliver exceptional client service

and solid corporate performance

We are fortunate to have a dedicated, involved Board of Directors
who utilize their vast and varied experience to benefit our company,
and whose careful scrutiny helps hold us to the highest standards
of accountability. | thank them for their service.

| also thank our staff, whose skills and expertise match the

complexity and sophistication of the solutions we provide. | believe
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that our staff comprises the most qualified, capable, and commit-
ted group of people working in our industry today.

When we claim longevity as a competitive distinction, we
are referring to more than the date on our incorporation papers.
Half of our senior managers have been part of our team for more
than 20 years. Company-wide, approximately 10% of our staff
members have been with us for 25 years or more. In other words,
they have been serving clients for fully one-quarter of our
company'’s history.

One of our earliest advertisements proclaimed, “We
believe that one of the first principles of successful banking is a

wholehearted desire to be accommodating and helpful.” A cen-
tury later, that attitude remains pervasive, and an enduring com-
mitment to client relationships continues to flourish.

Clients have relied on Wilmington Trust for 100 years now
to safeguard their assets and help them provide for their families,
businesses, and heirs. It is a privilege to be part of a firm with a
legacy as strong as ours, and it is gratifying to have held the trust
of clients throughout a century’s worth of generations. As we
commence our second century, we thank you for your continued
confidence in our ability to create solutions for clients and value
for shareholders.

LT

Ted T. Cecala
Chairman and Chief Executive Officer
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2002 PERFORMANCE SUMMARY

Wilmington Trust Corporation’s mix of businesses and the diversi-
fied stream of revenue they generate delivered profitable growth with
relatively low volatility in 2002, despite the convergence of three eco-
nomic forces:

> The overall economy remained sluggish.

° Interest rates continued to fall.

> Equity markets declined for the third consecutive year.

Against this backdrop, all businesses performed well and all major
components of the corporation’s revenue increased. Superior client
service and strong new business development, along with two acqui-
sitions, produced net income and earnings per share that were 6%
higher than for 2001.

Net income for 2002 was $133.2 million, or $2.03 per share, com-
pared to $125.2 million and $1.92 per share reported for 2001. On a
diluted basis, 2002 earnings per share were $2.01, versus $1.90 for 2001.

The regional banking business achieved solid growth, and net
interest income increased 7% to $276.5 million, which was $17.7 mil-
lion higher than the 2001 net interest income of $258.8 million.

Wealth advisory revenue was 17% higher than for 2001, and cor-
porate client revenue was 15% higher. Total advisory revenue reached
$206.2 million, 2 17% increase. Total noninterest income rose 15%, or
$34.2 million, to $262.2 million, and comprised nearly 49% of operat-
ing revenue. The only area that did not exceed 2001 results was rev-
enue from affiliate investment managers Cramer Rosenthal
McGlynn and Roxbury Capital Management.

The economy in the Delaware Valley region remained resilient and
the strength of the banking business helped mitigate the impact of the
volatility in the financial markets. Loan balances continued to grow and
were $5.7 billion, on average, for the year. Credit quality remained stable.

In keeping with the growth in the loan portfolio, the provision for
loan losses increased by $2.1 million, or 11%, from $19.9 mullion in
2001 to $22.0 million in 2002.

Expenses reflected the opening of new wealth advisory offices in
Atlanta, Baltimore, and Palm Beach, and the acquisition of two firms
that strengthened the corporation’s advisory businesses:
= Balentine Delaware Holding Company, LLC, an investment coun-

seling firm, which added highly specialized investment capabilities

and facilitated the company’s entrance into the Atlanta market; and

*  SPV Management Limited, which significantly broadened the
corporation’s ability to serve corporate clients in Europe.

The growth in revenue generated outside of Delaware and a
decrease in the tax-exempt holdings in the corporation’s investment
and loan portfolios combined to cause an increase in income tax
expense. The provision for income taxes rose $7.0 million, or 11%,
from $66.0 million to $73.0 million. The effective tax rate increascd
to 35.4%, from 34.7% in 2001.

Even with the expansion and the consolidation of revenue and
expenses from Balentine and SPV Management, the corporation
maintained its high level of productivity. Net income per staff mem-
ber rose to $56,400, up 4% from the $54,000 reported for 2001. Ona
full-time-equivalent basis, there were 2,361 staff members, only
45 more than in 2001. The net profit margin, which measures the
percentage of operating revenue that results in net income, was
24.75%, compared with 25.36% in 2001 (see page 19).

The 2002 results produced a return on average stockholders’
equity of 18.50% and a return on average assets of 1.74%, compared
with 19.53% and 1.73%, respectively, for 2001.

As a result of the corporation’s growth, profitability, and the
price of its shares, two other steps were taken in 2002 to
benefit shareholders:
= In April, the cash dividend was increased by 6.25% to $1.02 on an

annualized basis. This marked the twenty-first consecutive year of

dividend increases.
> On June 17, a two-for-one stock split was effected in the form of

a 100% stock dividend.

Per share amounts throughout this report have been adjusted to
reflect this split.

The following tables offer an historical perspective on the corpo-
ration’s performance. The first table presents comparative five-year
average balance sheets and income statements, interest revenue and
expense, and the respective yields and cost of funds for those years.
The second table presents a consolidated 11-year summary of
selected financial data.

Other statistical disclosures required of bank holding companies
by Industry Guide 3 are included in the corporation’s 2002 annual
report on Form 10-K.

11



Five-year analysis of earnings and consolidated statements of condition

Wilmington Trust Annual Report 2002

2002
Average Income/  Average
(in thousands, except per share amounts: rates on tax-equivalent basis) halance expense rate
Federal funds sold and securities purchased under agreements to resell $ 28,190 $ 604 2.14%
U.S. Treasury and government agencies 584,235 24,597 4.30
State and municipal 17,252 1,491 8.98
Preferred stock? 86,436 7,399 8.19
Mortgage-backed securities 428,450 24,023 5.76
Other? 179,039 6,522 3.56
Total investment securities 1,285,412 64,032 5.01
Commercial, financial and agricultural 2,005,416 104,209 5.20
Real estate ~ construction 448,039 22,805 5.08
Mortgage - commercial 998,488 63,640 6.37
Mortgage — residential 777,092 53,782 6.92
Instaliment toans to individuals 1,462,217 88,318 6.08
Total loans?.2 5,691,252 333,354 5.86
Total earning assets 7,014,854 397,990 5.69
QOther assets 646,181
Total assets $7,661,035
Savings $ 353,950 883 0.25
Interest-bearing demand 1,735,197 10,115 0.58
Certificates under $100,000 891,188 31,242 3.51
Certificates $100,000 and over 2,016,003 45,733 2.27
Total interest-bearing deposits 4,996,338 87,973 1.76
Federal funds purchased and securities sold under agreements to repurchase 792,094 17,348 2.18
U.S. Treasury demand 28,989 424 1.46
Total short-term borrowings 821,083 17,772 2.16
Long-term debt 160,500 10,586 6.60
Total interest-bearing liabilities 5,977,921 116,341 1.85
Demand deposits 831,314
Other noninterest funds 205,619
Total funds used to support earning assets 7,014,854 116,341 1.67
Stockholders’ equity 719,630
Equity used to support earning assets (205,619)
| Other liabilities 132,170
i Total liabilities and stockholders’ equity $7,661,035
E Net interest income/yield 281,649 4.02
| Tax-equivalent adjustment (5,119)
| Netinterest income 276,530
Provision for loan losses (22,013)
Net interest income after provis-on for loan losses 254,517
Noninterest income
Total advisory fees net of affiliate manager goodwill amortization 206,189
Service charges on deposit accounts 29,875
Other noninterest income 24,090
Securities gains/(losses) 2,005
Total noninterest income 262,159
Net interest and noninterest income 516,676
Noninterest expense
Salaries and employment benefits 182,455
Net occupancy 20,370
Furniture and equipment 26,186
Other noninterest expense™* 80,881
Total noninterest expense 309,892
Income before income taxes, minority interest, and cumulative effect of change in accounting principle 206,784
Applicable income taxes 73,002
Net Income before minority interest and cumulative effect of change in accounting principle 133,782
Minority interest 625
Net income before cumulative effect of change in accounting principle 133,157
' Cumulative effect of change in accounting principle (net of income taxes of $584) -
i Net income® $133,157
% Net income per share — diluted
Before cumulative effect of change in accounting principte § 201
Cumulative effect of change in accounting principle -
$ 201

1 Tax-advantaged income has been adjusted to a tax-equivalent basis using a combined statutory federal and state income tax rate of 35% for all years.

2 Loan balances include nonaccrual loans. Amortization of deferred loan fees has been included in interest income.
Note: Average rates are calculated using average balances based on bistorical cost and do not reflect market valuation adjustments.
1999 results included a $13.4 million one-time pretax charge for outsourcing data processing functions.
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2001 2000 1999 1998
Average Income/  Average Average Income/  Average Average income/  Average Average Income/  Average
balance expense rate balance expense rate balance expense rate balance expense rate
$ 28654 % 938 348% $ 29,530 3 1,810 6.13% $ 31,521 § 1,566 497% $ 31,081 $ 1,665 5.36%
579,645 31,913 5.60 641,198 39,183 5.73 602,972 35,330 5.82 933,127 53,112 5.74
18,354 2,857  16.07 14,282 1,028 7.28 14,411 1,086 7.64 16,672 1,278 7.73
87,081 7,682 8.31 112,704 9,900 8.12 158,738 11,278 7.05 146,595 10,846 7.56
501,272 30,042 6.07 605,102 38,402 5.92 687,521 42,303 6.07 409,078 31,264 7.70
155,517 9,117 5.81 193,724 13,391 6.87 129,712 7,439 5.73 104,123 5,874 5.67
1,341,869 81,611 6.12 1,567,010 101,904 6.31 1,594,354 97,436 6.06 1,608,595 102,374 6.42
1,636,554 117,293 7.7 1,580,074 137,782 8.72 1,423,794 113,217 7.95 1,263,385 107,039 8.47
405,553 29,834 7.38 361,283 34,873 9.65 268,668 23,775 8.85 180,830 16,953 9.38
1,005,961 80,585 8.01 942,893 82,867 8.79 882,038 77,217 8.75 890,375 83,040 9.33
906,180 64,472 7.1 977,185 70,167 7.18 895,138 63,877 7.14 837,218 65,195 7.79
1,281,049 100,544 7.85 1,191,644 108,362 9.09 1,060,785 93,010 8.77 984,590 89,044 9.04
5,235,297 392,838 7.50 5,053,079 434,051 8.59 4,530,423 371,096 8.19 4,156,398 361,271 8.69
6,605,820 475,447 7.21 6,649,619 537,765 8.03 6,156,298 470,098 7.62 5,797,074 465,310 8.05
623,414 559,101 532,767 455,365
$7,229,234 $7,208,720 $6,689,065 $6,252,439
$ 346,765 2,721 0.78 $ 379.837 5,824 1.53 § 411,352 7,364 1.79 $ 406,060 9,141 2.25
1,297,181 18,269 1.41 1,327,498 29,268 2.20 1,377,749 29,670 2.15 1,222,866 30,800 2.52
914,381 44,365 4.85 981,248 48,665 4.96 1,137,764 57,031 5.01 1,208,244 66,045 5.47
1,776,893 86,687 4.88 1,692,782 108,443 6.41 983,340 53,429 5.43 842,368 47,750 5.67
4,335,220 152,042 3.51 4,381,365 192,200 4.39 3,810,205 147,494 3.77 3,678,538 153,736 4.18
983,167 45,455 4.62 1,102,497 69,424 6.30 1,102,470 55,862 5.07 1,027,184 55,583 5.41
44,480 1,534 3.45 43,453 2,630 6.05 35,643 1,846 5.18 49,338 2,377 4.82
1,027,647 46,989 4.57 1,145,950 72,054 6.29 1,138,113 57,708 5.07 1,076,522 57,960 538
166,274 10,954 6.59 168,000 11,061 6.58 168,000 11,061 6.58 125,877 7,546 5.99
5,529,141 209,985 3.80 5,695,315 275,315 4.83 5,216,318 216,263 415 4,881,937 219,242 4.49
927,947 889,686 856,171 747,791
148,732 64,618 83,809 167,346
6,605,820 209,985 3.19 6,649,618 275,315 411 6,156,298 216,263 3.51 5,797,074 219,242 3.79
640,786 531,471 531,592 526,742
(148,732) (64,618) (83,809) (167,346)
131,360 92,248 84,984 95,969
$7,229,234 $7,208,720 $6,689,065 $6,252,439
265,462 4.02 262,450 3.92 253,835 4.11 246,068 4.26
(6,649) (7.311) (7,922) (8,371)
258,813 255,139 245913 237,697
(19,850) (21,900) (17,500) (20,000)
238,963 233,238 228,413 217,697
176,841 165,034 148,413 128,801
27,240 25,344 23,817 21,834
22,400 26,248 17,979 26,496
1,522 __{416) 1,244 6,686
228,003 216,210 191,453 183,917
466,966 449,449 419,866 401,614
166,794 162,939 147,219 137,917
16,846 15,741 15,440 13,236
23,665 23,013 21,513 19,024
69,612 62,989 74,032 59,889
276,917 264,682 258,204 230,066
190,049 184,767 161,662 171,548
66,009 63,828 54,365 57,223
124,040 120,939 107,297 114,325
124,040 120,939 107,297 114,325
_ 1130 - = -
$125,170 $120,939 $107,297 $114,325
$ 1.88 $ 1.85 $ 1.61 $ 1.67
0.02 - - -
$ 1.90 $ 1.85 $ 1.61 $ 1.67
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Consolidated eleven-year summary of selected financial data

Wilmington Trust Annual Report 2002

(in thousands, except per share amounts) 2002 2001 2000 1999
Consolidated Average Statement of Condition
Assets:
Cash and due from banks $ 189,061 $ 215,790 $ 194,720 $ 198,002
Short-term investments 28,190 28,654 29,530 31,521
Investment securities 1,295,412 1,341,869 1,567,010 1,594,354
Loans 5,691,252 5,235,297 5,053,079 4,530,423
Reserve for loan losses (83,046) (77,795) {75,292) (73,295)
Net loans 5,608,206 5,157,502 4,977,787 4,457,128
Other 540,166 485,419 439,673 408,060
Total $7,661,035 $7,229,234 $7,208,720 $6,689,065
Liabilities and stockholders” equity:
Demand deposits (noninterest-bearing) $ 831,314 § 927,947 § 889,686 $ 856,171
Deposits (interest-bearing) 4,996,338 4,335,220 4,381,365 3,910,205
Short-term borrowings 821,083 1,027,647 1,145,950 1,138,113
Other 132,107 131,360 92,248 84,984
Long-term debt 160,500 166,274 168,000 168,000
Total 6,941,342 6,588,448 6,677,249 6,157,473
Minority interest 63 - - -
Stockholders’ equity 718,630 640,786 531,471 531,592
Total $7,661,035 $7,229,234 $7,208,720 $6,689,065
Consolidated Statement of Income
Net interest income $ 276,530 $ 258,813 $ 255,139 $ 245913
Total advisory fees net of amortization of goodwill 206,189 176,841 165,034 148,413
Other noninterest income 53,965 49,640 51,592 41,796
Securities gains/(losses) 2,005 1,522 (416) 1,244
Total noninterest income 262,159 228,003 216,210 191,453
Net interest and noninterest income 538,689 486,816 471,349 437,366
Provision for loan losses (22,013) (19,850) (21,900) (17.500)
Salaries and employment benefits 182,455 166,794 162,939 147,219
Other noninterest expenses” 127,437 110,123 101,743 110,985
Total noninterest expense 309,892 276,917 264,682 258,204
Income before income taxes, minority interest and
cumulative effect of change in accounting principle 206,784 190,049 184,767 161,662
Applicable income taxes 73,002 66,009 63,828 54,365
Net income before minority interest and cumulative effect of change in
accounting principle 133,782 124,040 120,939 107,297
Minarity interest 625 - - -
Net income before cumulative effect of change in accounting principle 133,157 124,040 120,939 107,297
Cumulative effect of change in accounting principle (net of income taxes
of $584 in 2001 and income tax benefit of $8,296 in 1992) - 1,130 - -
Net income™ $ 133,157 § 125,170 $ 120,939 $ 107,297
Net income per share - diluted:
Income before cumulative effect of change in accounting principle $ 2.01 $ 1.88 $ 1.85 $ 1.61
Cumulative effect of change in accounting principle - 0.02 - -
Net income per share — diluted 3 2.01 $ 1.90 $ 1.85 3 1.61
Percentage change from prior year 6% 3% 15% (4%
Selected Financial Ratios and Statistics
Net income as a percentage of:
Average stockholders’ equity? 18.50% 19.53% 22.76% 20.18%
Average total assets? 1.74 1.73 1.68 1.60
Locan quality:
Percentage of average total loans:
Net charge-offs 0.31% 0.30% 0.44% 0.28%
Nonaccruing loans 0.74 0.73 0.79 0.64
Percentage of total loans:
Reserve for loan losses” 1.41 1.47 1.48 1.60
Selected per share data:
Dividends paid $ 1.005 $ 0.945 $ 0.885 $ 0.825
Book value® 11.30 10.44 9.14 7.70
Stock price” 31.68 31.66 31.03 24.13
Staff members (full-time equivalents)” 2,361 2,316 2,299 2,434
Stockholders” 8,712 8,841 9,189 3,617
Net income per staff member? $ 56,399 $ 54,046 $ 52,605 $ 44,083
Efficiency ratio?3 56.99% 56.12% 55.30% 54.98%
Capital generation rate23 9.84% 10.75% 12.80% 9.69%
Risk-based capital ratio” 10.19% 11.16% 10.80% 10.67%
Pricefearnings multiple” 15.61 16.49 16.59 14.80

° At year-end.

= 1999 results included a $13.4 million one-time pretax charge for outsourcing data processing functions.
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Compound Growth Rates

1992 to 1997 to
1998 1997 1996 1995 1994 1993 1992 2002 2002
$ 188,183 $ 190,243 $ 187,473 $ 194,224 $ 202,777 $ 194,808 $ 180,747 0.45%  (0.12)%
31,081 22,369 26,459 17,522 26,425 21,248 72,787 (9.05) 473
1,609,595 1,386,299 1,343,007 1,184,002 1,060,015 946,052 803,936 4.89 (1.35)
4,156,398 3,921,493 3,602,430 3,390,782 3,114,384 2,949,909 2,979,576 6.69 7.73
(66,178) (56,747) (50,768) {47,895) (50,258) (48,619) (45,615) 6.17 7.91
4,090,220 3,864,746 3,551,662 3,342,887 3,064,126 2,901,290 2,933,861 6.69 7.73
333,360 216,330 198,762 194,231 168,702 158,414 144,364 14.11 20.08
$6,252,439 $5,679,987 $5,307,363 $4,932,866 $4,522,045 $4,221,812 §4,135,795 6.36 6.17
$ 747,791 $ 678,683 $ 633,066 $ 580,928 $ 559,574 $ 500,396 $ 443,205 6.49 4.14
3,679,538 3,191,703 2,890,944 2,583,995 2,704,736 2,718,885 2,778,768 6.04 9.38
1,076,522 1,188,214 1,195,762 1,239,416 775,302 545,012 479,577 552 (7.13)
95,969 99,573 101,764 86,703 73,786 65,737 67,101 7.01 5.82
125,877 43,000 30,910 6,981 - - -~ - 30.14
5,725,697 5,201,173 4,852,446 4,498,023 4,113,398 3,830,030 3,768,651 6.30 5.94
526,742 478,814 454,917 434,843 408,647 391,782 367,144 6.96 8.49
$6,252,439 5,679,987 $5,307,363 $4,932,866 $4,522,045 $4,221,812 $4,135,795 6.36 6.17
$ 237,697 $ 230,016 $ 214,221 $ 197,364 $ 184,330 $ 174,847 $ 165,214 5.29 3.75
128,801 114,501 98,247 87,982 82,542 78,313 77,002 10.35 12.48
48,430 43,014 38,802 37,391 32,696 35,086 31,006 5.70 4.64
6,686 27 1,188 2,267 (2,157) 268 2,259 (1.19)  136.67
183,917 157,542 138,237 127,640 113,081 113,667 110,267 9.05 10.72
421,614 387,558 352,458 325,004 297,411 288,514 275,481 6.94 6.81
(20,000) (21,500) (16,000) (12,280) (4,550) (9,500) {13,000) 541 0.47
137,917 129,816 119,574 110,670 101,873 95,849 30,419 7.27 7.04
92,149 77.855 72,765 70,334 70,214 65,937 63,362 7.24 10.36
230,066 207,671 192,339 181,004 172,027 161,786 153,781 7.26 833
171,548 158,387 144,119 131,720 120,834 117,228 108,700 6.64 5.48
57,223 52,343 46,841 41,689 35,665 34,467 29,938 9.32 6.88
114,325 106,044 97,278 30,031 85,169 82,761 78,762 544 476
114,325 106,044 97,278 90,031 85,169 82,761 78,762 539 4.66
- - - - - - (14,748) (100.00) -
§ 114,325 $ 106,044 $ 97.278 $ 50,031 $ 85,169 § 82,761 $ 64,014 7.60 4.66
$ 1.67 $ 1.54 $ 1.39 $ 1.27 $ 1.17 $ 1.10 $ 1.03 6.91 5.47
-~ - - - - - {0.19) {100.00) -
$ 1.67 $ 1.54 $ 1.39 $ 1.27 $ 117 $ 1.10 $ 0.84 8.12 5.47
8% 11% 9% 9% 6% 31% (11)%
21.70% 22.15% 21.38% 20.70% 20.84% 21.12% 20.62%
1.83 1.87 1.83 1.83 1.88 1.96 1.90
0.29% 0.31% 0.32% 0.33% 0.23% 0.28% 0.37%
0.74 0.73 1.13 0.99 0.93 0.75 1.00
1.66 1.60 1.44 1.42 1.48 1.69 1.56
$  0.765 $  0.705 $  0.645 $ 0585 $ 0.53 $ 04875 $ 0.44
8.19 7.51 6.86 6.55 5.90 5.44 5.06
30.82 31.19 19.75 15.44 11.38 13.13 13.25
2,442 2,428 2,418 2,332 2,303 2,254 2,188
9,868 10,164 10,241 9,000 9,097 8,880 8,261
$ 46,816 ¢ 43,675 $ 40,231 $ 38,607 $ 36,982 $ 36,717 $ 35,997
53.51% 52.32% 53.04% 53.86% 55.86% 53.97% 53.47%
12.54% 12.59% 11.51% 11.68% 11.88% 12.35% 12.18%
12.47% 12.38% 12.01% 12.06% 12.51% 12.36% 12.36%
18.07 19.80 13.96 12.06 9.60 11.72 15.59

1 Total other expenses as a percentage of net interest and other income on @ tax-equivalent basis.

2 Ner income less dividends paid as a percentage of priov year-cnd stockhbolders' equity.
3 Based upon income before the cumulative effect of change in accounting principle or one-time pretax charge for outsourcing data processing functions.
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MANAGEMENT'S DISCUSSION AND ANALYSIS

2002 STATEMENT OF CONDITION

At December 31, 2002, the corporation’s balance sheet demonstrated
the strength of the regional banking business and reflected:

°  10% growth in loan balances;

= an 8% increase in core deposit balances; and

> amodest shift in funding sources.

The banking business benefited from the relative health of the
Delaware Valley economy, dominance of the Delaware market, and
growing market share throughout southeastern Pennsylvania. This
region, on which the banking business is focused, encompasses the
area from Princeton, New Jersey, to Baltimore, Maryland.

The area’s economic base is diversified among the financial serv-
ices, life sciences, chemical, pharmaceutical, manufacturing, agricul-
tural, and tourism sectors. Unemployment rates in the region are

lower and housing activity is higher than elsewhere in the U.S.

ASSETS Atvear-end, the corporation’s assets totaled $8.1 billion,
which was $612.8 million, or 8%, higher than at year-end 2001. On
average, assets for the year were $7.7 billion, which was an increase of
$431.8 million, or 6%, from 2001. Higher loan balances were the pri-
mary drivers of this improvement. Growth in the investment port-
folio also contributed to the increase in assets.

Loan balances rose steadily throughout the year. Year-to-year
growth in the loan portfolio amounted to $537.1 million and bal-
ances rose 10% to $6.0 billion, a new high. On average, loan balances
for the year rose 9%, from $5.2 billion to $5.7 billion. In comparison,
according to the Federal Reserve System, seasonally adjusted loan
balances for commercial banks in the U.S. increased only 5.5% from
December 2001 to December 2002.

In 2002, activity in Delaware accounted for approximately 47% of
the growth in the total portfolio, while 43% of the increase originated
in the southeastern Pennsylvania market. The remainder of the growth
consisted primarily of private client lending, and came from the corpo-
ration’s thrift subsidiary, Wilmington Trust FSB, which has offices in
California, Florida, Georgla, Maryland, Nevada, and New York.

Loan composition by subsidiary

Wilmington Witmington  Wilmington

Trust Trust of Trust

2002 Company Pennsylvania FSB
Commercial 69.6% 28.5% 1.9%
Construction 59.7% 38.8% 1.5%
Commercial mortgage 80.8% 13.5% 57%
Residential mortgage 78.2% 12.5% 9.3%
1 Consumer 79.3% 12.4% 8.3%
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1n 2002, approximately 61% of the loans in the portfolic had floating
rates. The composition of the portfolio remained well-diversified

across consumer and commercial lines.

Changes in loan portfolio composition by industry/sector

Loan portfolio compesition

At December 31 2002 2001 2000
Commercial 39% 34% 31%
Construction 8% 7% 7%
Commercial mortgage 16% 18% 19%
| Residential mortgage 1% 16% 18%
| Consumer 26% 25% 25% |

In 2002, the commercial banking business was especially strong and
accounted for 97% of the growth in total loans. In this business, the
corporation targets clients whose privately held businesses generate
between $5 million and $250 million in annual sales, and where the
opportunity exists for an advisory as well as a lending relationship.
The corporation does not pursue syndicated lending opportunities,
and usually does not lend to commercial clients based outside the
Delaware Valley region.

The commercial loan growth resulted from a mix of more busi-
ness from existing clients and the addition of business from new
clients, especially in southeastern Pennsylvania, where balances
topped $1 billion for the first time. Clients in this market, which
includes the five-county Philadelphia metropolitan area, have been
subject to continuing consolidation among commercial banks. The
corporation’s size, local headquarters, and access to decision makers
offer an attractive alternative.

Total period-end commercial balances, which comprise commer-
¢ial, construction, and commercial mortgage loans, increased 16% for
the vear to $3.79 billion, which was $523 million higher than year-end
2001 commercial balances of $3.27 billion. On average, total commer-
cial balances for the year were $3.45 billion, which was $403 million,
or 13%, higher than the $3.05 billion for 2001. At period-end, rotal
commercial balances represented 63% of the total loan portfolio, com-
pared with 59% for 2001. On average, total commercial balances
comprised 61% of the total loan portfolio in 2002, up from 58% in 2001.

Within the commercial portfolio, demand was especially strong
for commercial and construction loans, which both increased by 25%.
The commercial line, which includes financial and agricultural loans,
added $467.6 million. Construction loans were $100.5 million higher.

Commercial mortgage loans decreased by $45.0 million, or 4%.
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Excluding floor plan loans to auto dealers, the greatest concen-
tration — 37% of the commercial portfolio — was in loans that were
$1 million to $5 million in size. In 2002, more than 92% of commer-
cial loan clients had an average loan size of $1.7 million and a median
loan size of $0.7 million. This compares with $1.6 million and
$0.7 million, respectively, in 2001.

The corporation’s retail lending activities are concentrated in
Delaware. Period-end retail loan balances for 2002 were $2.23 billion,
compared with $2.22 billion for 2001. On average, retail loan bal-
ances were $2.24 billion for 2002, versus $2.19 billion in 2001.

Period-end consumer loan balances were 15%, or $202.1 million,
higher than in 2001, and reflected demand for installment, credit
card, home equity, and secured demand loans. The growth in con-
sumer lending was offset by a 22%, or $188.1 million, decrease in res-
idential mortgage balances.

Residential mortgage balances declined because of the corpora-
tion’s strategy to sell all new residential mortgage production, includ-
ing home refinancings, into the secondary market. For 2002 versus
2001, there was a 27% increase in the number of mortgages refi-
nanced, as clients took advantage of lower interest rates. In addition,
mortgage prepayments and maturities contributed to the decline in
mortgage balances.

During 2002, the corporation sold approximately $129.6 million of
newly originated residential mortgage loans into the secondary market.
At December 31, 2002, the corporation’s banking affiliates had
approximately $2.7 billion in loan commitments outstanding that

had not been drawn.

Also contributing to the rise in total assets for 2002 was the size
of the investment portfolio. At year-end 2002, investment securities
totaled $1.3 billion, which was $67.4 million, or 5%, higher than its
prior-year-end level.

The available-for-sale portfolio of $1.3 billion was $79.1 million,
or 6%, higher than at year-end 2001. The held-to-maturity portfolio
of $4.8 million was $11.7 million, or 71%, below that of the year-ago
period. The portfolio now has a weighted average life of five years
and a duration of 2.5.

At year-end 2002, the available-for-sale portfolio included unreal-
1zed gains of $17.9 million. This was a $3.3 million improvement
over December 31, 2001, which resulted from the decline in interest
rates during 2002.

In December, the corporation acquired the 50% interest held by a
partner in its downtown Wilmington, Delaware, headquarters build-

ing. In addition, new wealth advisory offices were opened during the

year in Atlanta, Baltimore, and Palm Beach. This increased the
premises and equipment line by $14.9 million, or 11%.

Acquisition and affiliate investment activity caused goodwill to
increase 13%, or $27.3 million, to $240.2 million. Certain principals at
value-style affiliate Cramer Rosenthal McGlynn exercised their right
to put a portion of the shares associated with their irm to Wilmington
Trust, in accordance with the terms of the limited liability company
agreement (see Note 1 on page 39). This increased the corporation’s
ownership position in the affiliate by $13.8 million, or 12%.

Other contributors to the increase in goodwill were:
¢ the acquisition of SPV Management, which added $7.2 million;
* the acquisition of Balentine, which added $4.4 million; and
= aninvestment in Camden Partners Holdings, LLC, which added

$2.4 million.

The investment in Baltimore-based Camden Partners added a
private equity component to the corporation’s array of investment
management capabilities and facilitated entry into that market.

Partially offsctting the increase in goodwill was a $1.2 million
reduction for Clemente Capital, Inc., a global investment management
firm in which the corporation acquired an interest in 1996. Although
Clemente Capital is still in operation, the corporation has received no
income from this investment since 1998. Under the new accounting
rules established by Statement of Financial Accounting Standards
(SFAS) No. 142, “Goodwill and Other Intangible Assets,” manage-
ment has written down this investment in full.

Other assets at year-end 2002 increased $23.7 million, or 21%, to
$138.2 million. Other assets consist of deferred income taxes receiv-
able, prepaid VEBA trust, credit derivative contracts {interest rate
swaps), affiliate asset manager investments, other real estate owned,
and other customer receivables. Higher levels of client swap contracts,
the investments in affiliate asset managers, prepaid VEBA funding,

and deferred income taxes receivable contributed to this increase.

LIABILITIES Atyear-end 2002, total liabilities were $7.4 bil-
lion. This was an increase of $554.1 million, or 8%. Deposit balances,
which exceeded expectations, accounted for virtually all of the
increase. Although there was no apparent or quantifiable reason for
this increase, anecdotal evidence suggests that continued turmoil in
the financial markets led clients to move funds into the safety and
security of insured deposits.

At the end of 2002, total deposits were $6.3 billion, which was
$746.3 million, or 13%, higher than 2001 deposits. This was more
than double the 5.4% increase in seasonally adjusted deposit
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balances reported by the Federal Reserve System for commercial
banks in the U.S.

The increase in period-end deposit balances was led by interest-
bearing demand deposits, which were 30%, or $423.2 million, higher
than for 2001. Balances for certificates of deposit in amounts of
$100,000 or higher rose 25%, or $414.6 million, to $2.1 billion.
Approximately 93%, or $1.9 billion, of these large certificates repre-
sented wholesale funds purchased to support loan growth. Partially
offsetting these increases was a $68.7 million, or 5%, decrease in
noninterest-bearing demand account balances.

Period-end core interest-bearing and demand deposits rose 8%,
or $316.3 million, to $4.4 billion. Core deposits include all deposits
except those certificates of deposit greater than $100,000 that are
purchased in the wholesale market.

More than 96% of core deposit balances, on average, were gener-
ated in Delaware. Roughly 3% occurred in Pennsylvania and the
remainder came from elsewhere in the U.S. through Wilmington
Trust FSB.

The following table illustrates changes in the corporation’s core

deposit balances.

Changes in core deposit balances

At year-end (in millions) 2002 2001 $Change % Change

Total deposits $6,337.1 $5,590.8 $746.3 13%
Less certificates

> $100,000 2,080.5 1,6659 414.6 25%
Plus local certificates

> $100,000 135.3 150.8 (15.4) (10)%
Total core deposits £,391.9 4,075.6 316.3 8%
Less noninterest-

bearing demand 1,189.6 1,258.3 (68.7) (5)%
Core interest-

bearing deposits $3,202.3 $2,817.3 $385.0 14%

It is important to note the growth in loan and core deposit balances
in the context of the branch rationalization the corporation has
undertaken in recent years. In Delaware, because of the proximity of
many of the branches to each other, the corporation has closed

12 branches since 1997. In addition, many of the remaining branches
have been transformed into sales centers. Clients have been encour-
aged to perform routine transactions at ATMs or through online or
telephone banking services, rather than at teller windows. In 1999,
there were 12.0 million teller transactions. That number dropped to
11.0 million in 2000, and 9.9 million in 2001. In 2002, teller trans-
actions totaled 9.0 million. These branch network changes have been

effected without any reduction in loan or deposit balances.

In recent years, the corporation has also endeavored to move from
a fixed- to a variable-cost basis whenever possible. As part of these
efforts, the corporation has elected to utilize purchased funds —
primarily in the form of short-term borrowings — to support loan
growth in regions outside Delaware, rather than build an expensive
network of branches.

In 2002, approximately 71% of the balance sheet growth, on
average, was funded by the increase in core deposit balances. This
increase reduced the need for purchased funds. As a result, there
was a modest shift in the corporation’s funding sources.

Short-term borrowings declined $221.9 million, or 23%, to
$734.7 million. Federal funds purchased and securities sold under
agreements to repurchase declined $169.4 million, or 20%, to
$658.8 million. U.S. Treasury demand balances declined $53.0 million,
or 56%, to $41.9 million. Should further funding needs arise, the cor-
poration anticipates that it would be able to meet these needs in both
a timely and cost-effective manner (see “Liquidity” on page 23).

Other liabilities include unearned advisory fees, pension, SERP
and post-employment benefits, profit sharing, and current and
deferred income taxes. In 2002, other liabilities increased $34.5 mil-
lion, or 37%, to $128.0 million. Approximately one-half of the
increase was attributable to the recording of a minimum pension lia-
bility. Current and deferred income taxes accounted for the remain-
der of the increase.

At December 31, 2002, total stockholders’ equity was $741.3 mil-
lion. This was $58.7 million, or 9%, more than the $682.5 million
reported at year-end 2001. Additions to equity from earnings and
improvement in the level of unrealized gains within the available-
for-sale investment portfolio were partially offset by dividends and
the corporation’s ongoing stock repurchases (see “Capital Resources”

on page 25).

2002 INCOME STATEMENT

The corporation’s mix of businesses generates a combination of net
interest income and noninterest income. The regional banking busi-
ness generates primarily net interest income with related banking
fees. Revenue from the advisory businesses is derived primarily from
fees earned for services provided, or noninterest income.

Having this diversified revenue stream contributes to the corpora-
tion’s ability to produce consistent growth and profitability with low
volatility. The advantage of having these different sources of revenue
was apparent in 2002, as the strength of the regional banking busi-
ness helped mitigate the impact of financial market volatility on the

wealth advisory business.
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Operating revenue, which is the sum of net interest and noninter-
est income minus the sum of securities gains or losses and amortiza-
tion of goodwill associated with affiliate asset manager acquisitions,
reached a record high of $537.9 million in 2002. This was 9%, or
$44.4 million, higher than the $493.5 million reported for 2001.

Since 1997, the corporation has endeavored to achieve more bal-
ance between net interest income and noninterest income. Revenue
from the advisory businesses 1s mainly fee-based, and fee income is
increasing as a percentage of total operating revenue. Fee income,
which 1s the sum of noninterest income and amortization minus
securities gains or losses, accounted for 49% of total operating rev-
enue in 2002, versus 48% in 2001.

Operating revenue

% of % of
operating operating
(in thousands) 2002 revenue 2001 revenue
Net interest income $276,530 51% $258,813 52%
Fee income:
Advisory fees 207,442 39% 185,036 37%
Service charges 29,875 6% 27,240 6%
Other noninterest income 24,090 4% 22,400 5%
Total fee income $261,407 49%  $234,676 48%
Total operating revenue $537,937 100%  $493,48% 100%
Amortization of affiliate
goodwill and other
intangibles (1,253) (8,195)
Securities gains/(losses) 2,005 1,522
Net interest and other
income, before loan
loss provision $538,689 $£486,816
Provision for loan losses (22,013) (19,850)
Net interest and
noninterest income $516,676 $466,966

NET INTEREST INCOME

ence between interest income received on earning assets, such as

Net interest income is the differ-

loans and investment securities, and interest expense paid on liabili-
ties, such as deposits and short-term borrowings. Movements in
interest rates, and the relative levels of earning assets and interest-
bearing liabilities the corporation holds, affect its net interest margin
and the resulting net interest income. The net interest margin is
determined by dividing fully tax-equivalent (FTE) net interest
income by the average of total earning assets.

In 2002, net interest income, on an FTE basis, was $281.6 million.
This was $16.2 million, or 6%, higher than in 2001. The net interest
margin for 2002 was 4.02%, the same as for 2001.

Interest revenue was affected by the continued decline in short-
term interest rates. After lowering rates 11 times and a total of
475 basis points in 2001, the Federal Reserve Board lowered rates
again, by another 50 basis points, in November 2002. This move
brought short-term rates to a 40-year low.

The interest rate environment brought the corporation’s average
prime lending rate (the rate at which banks lend to their most credit-
worthy clients) to 4.67%. This was 226 basis points lower than the
2001 rate of 6.93%.

On an FTE basis, interest revenue totaled $398.0 million in 2002.
This was 16%, or $77.4 million, lower than the $475.4 million in 2001
Interest revenue. The average rate earned on the corporation’s assets
fell 152 basis points to 5.69%. Lower rates reduced interest revenue
by approximately $108.1 million. Paruially offsetting this decline was
an increase in interest revenue of $30.7 million due to an increase in
the average level of earning assets, which rose $409.0 million to
$7.0 billion.

Interest expense for 2002 was $116.3 million, which was
$93.6 million, or 45%, lower than interest expense for 2001. This
decline was caused partially by the Federal Reserve’s reduction in the
average discount rate, which was 1.17% for 2002 versus 3.40% in
2001. The discount rate is the rate at which the Federal Reserve
Banks lend to their member banks. Interest expense was $100.6 mil-
lion lower, as the average rate the corporation paid on its interest-
bearing liabilities fell 185 basis points to 1.95%.

Partially offsetting the decline in interest expense was a $7.0 mil-
lion increase associated with a $448.8 million risc in the average level
of interest-bearing liabilities (see “Quantitative and Qualitative
Disclosures about Market Risk” on page 23).

NONINTEREST INCOME Noninterest income comprises
fees generated by the wealth advisory and corporate client businesses,
service charges on deposit accounts, other operating income, the
amortization of goodwill associated with affiliate asset manager
acquisitions, and securities gains or losses. The vast majority of non-
interest income is generated by the corporation’s advisory businesses.

In 2002, noninterest income totaled $262.2 million, which was
15%, or $34.2 million, higher than in 2001. Revenue from the advi-
sory businesses accounted for 86% of that amount.

Advisory business revenue includes results from the wealth advi-
sory business, the corporate client business, and the affiliate asset
managers, Cramer Rosenthal McGlynn and Roxbury Capital
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Management. Balentine’s results are consolidated in the corporation’s
wealth advisory business. Results from SPV Management are consol-
idated in the corporate client business.

Much of the corporation’s advisory business revenue is related to
financial market valuations. All of the affiliate asset manager revenue
1s based on asset levels and valuations. Approximately 70% of fees in
the wealth advisory business are tied to the valuations of securities
held in client portfolios, and approximately 50% of that amount is
tied to equity markets. The impact is least severe on the corporate
client business, where only 25% of fees are tied to asset valuations.
The vast majority of corporate client revenue is generated on a fee-
for-service basis.

In 2002, financial markets experienced their third consecutive
decline. All major equity market indices recorded double-digit
declines that ranged from 17% to 31%.

Equity market declines versus advisory fee growth

% change

Index/revenue source 2002 versus 2001

' Dow Jones Industrial Average -16.76%
NASDAQ Composite -31.53%
S&P 500 -23.37%
Russell 2000 -21.58%

| Wealth advisory fees +16.90%
| Net total advisory fees +16.59%

Against the equity market declines, advisory fees, net of amortiza-
tion, were 17% higher than in 2001. Advisory fees totaled $206.2 mil-
lion, 2 $29.3 million increase. This growth represented 86% of the
increase in total noninterest income. Absent the Balentine and SPV
Management acquisitions, advisory fees were 7% higher than in
2001. By either measure, these results were noteworthy in the face of

the financial market declines.

Changes in assets under management

At year-end (in billions) 2002 2001 $ change 9% change
Wilmington Trust $21.7 3238 $(2.1) (9)%
Cramer Rosenthal McGlynn 35 4.6 (1.1 2%
Roxbury Capital Management 3.7 7.7 4.00 52)%
Combined assets under

management $28.9 $36.1 $3(7.2) (20)%

Assets under management Much of the wealth advisory revenue
and all of the affiliate asset manager revenue are related to the levels

of assets under management. In addition to fluctuating valuations,

assets under management at Wilmington Trust are also impacted by
trust distributions and terminations.

In 2002, assets under management were affected by the enormous
volatility in the financial markets. Combined assets under manage-
ment, including those of affiliates Cramer Rosenthal McGlynn and
Roxbury Capital Management, totaled $28.9 billion at year-end.

Wealth advisory services In the face of the obstacles presented

by the declines and volatility in financial markets, the wealth advisory
business produced record-high levels of revenue and sales. Wealth
advisory revenue reached $124.0 million, which was 17%, or

$17.9 million, higher than in 2001. The full extent of wealth advisory
growth was masked by the impact on fee revenue of the lower equity
valuations in client portfolios.

The acquisition of Balentine, the addition of new products, and
increased demand for financial planning in the wake of an uncertain
economy fueled the growth. Revenue from Balentine exceeded
expectations and totaled $13.8 million, as both new and existing
clients sought independent investment counseling services. It is
anticipated that the Balentine investment strategy will add $1 billion
in new assets during 2003.

Wealth advisory sales were more than 20% ahead of 2001 levels.
Business development was strong with existing as well as new clients.
Sales were particularly strong in the New York and Delaware offices,
which manage relationships with clients throughout the United
States. Sales in the Pennsylvania market were nearly double their
2001 levels. New capabilities that contributed to sales growth
included the Balentine strategy, a leveraged life insurance product,
and a donor-advised charitable gift fund.

Corporate client services In 2002, the corporate client business,
which serves U.S.-based and multinational clients, continued its trend
of double-digit growth. Revenue reached a record high $67.2 million
for 2002, which was 15%, or $8.8 million, ahead of 2001. Revenue in
all three divisions of this business — capital markets trusts, entity man-
agement, and retirement services — exceeded 2001 levels.

Contributing to the increase was the acquisition of London-based
SPV Management, which added several European countries to the
list of preferred jurisdictions in which the corporation is authorized
to conduct business. Those jurisdictions now include Delaware,
Nevada, the Cayman Islands, the Channel Islands, England, Ireland,
Italy, Luxembourg, and The Netherlands.

20



WILMINGTON TRUST ANNUAL REPORT 2002

The capital markets division performs trustee and related admin-
istrative services on behalf of financing structures that clients create
in preferred jurisdictions. Clients commonly use such structures,
which require that assets be held in a trust, in order to provide cash
flow, achieve protection from creditors, or gain market efficiencies.
Many of the trusts administered by this division hold large capital
equipment, such as aircraft and rolling stock; hold securitized assets,
such as credit card receivables and mortgage balances; or issue trust-
preferred securities.

The life of such a trust may range from one to 30 years. The cor-
poration typically is paid an annual fee during the life of the trust.
The amount of the fee depends on the level of service provided.
Services may be as simple as acting as registrar or paying agent, or as
complex as handling cash flows and investments for international
project financing.

In 2002, the capital markets division was the largest contributor to
total corporate client revenue. It generated $41.4 million, which was
10%, or $3.7 million, higher than for 2001, and accounted for 62% of
total 2002 corporate client revenue. The increase resulted from
higher demand for services related to asset-backed securitizations,
trust-preferred securitizations, and corporate bankruptcies.

The corporation is gaining more successor trustee, collateral
agent, and other bankruptcy-related appointments because of its lack
of a lending or securities underwriting conflict of interest. In 2002,
the corporation served in a trustee relationship with each of the
10 largest U.S. public bankruptcies. This compares with five such
relationships in 2001.

‘The second largest contributor to corporate client revenue is the
entity management division. In 2002, entity management experi-
enced the highest level of growth among the three divisions, and pro-
duced revenue of $17.2 million. This was 15%, or $8.8 million, higher
than in 2001, and represented 26% of total corporate client income.
Approximately 41% of this division’s growth resulted from the acqui-
sition of SPV Management, which broadened the corporation’s abil-
ity to serve European clients.

The entity management division serves clients who establish legal
residency in jurisdictions that offer advantageous legal, tax, and cred-
itor protections. Legal residency is achieved through the formation
of a special purpose entity in the preferred jurisdiction. In order to
have resident status, these jurisdictions require the entity to meet a
number of conditions that demonstrate substance, or “nexus.” The
entity management division performs administrative services that

help to establish and maintain the entity’s nexus.
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These services typically include providing independent directors
for the entity, organizing and hosting the entity’s periodic manage-
ment meetings, and providing a physical location for the entity.
Services also may include a variety of other accounting and adminis-
trative tasks. The fee for these services varies according to the com-
plexity of the work performed, and is paid annually over the life of
the entity.

Services performed by the third corporate client division, the
retirement services division, are based on the ERISA mandate
which requires that retirement plan assets be held in a trust. This
division provides trustee, custodial, and administrative services for
pension, 401(k), and other retirement plans in which the plan spon-
sor elects an unbundled plan, which means that the various asset
management, record keeping, and trustee functions are performed
by different providers.

The retirement services division forms alliances with third-party
record keepers and other unbundled service providers to develop
business. One of its competitive advantages is a proprietary settle-
ment system that features a direct link to the National Securities
Clearing Corporation.

In 2002, the number of retirement plans served increased 46% and
two new alliances were formed. The division generated revenue of
$8.6 million in 2002, which was 3%, or $0.3 million, higher than for
2001, and represented 13% of total corporate client revenue.

Affiliate asset managers In the affiliate asset manager line, the
corporation records combined revenue from Cramer Rosenthal
MeGlynn and Roxbury Capital Management. The amount of rev-
enue received from these affiliates is based on the corporation’s
investment position in each.

At December 31, 2002, the corporation held a 63.47% equity
interest in Cramer Rosenthal McGlynn. The corporation held a
40.91% interest in Roxbury Capital Management’s common shares
plus a 30% preferred interest in its gross revenue.

In 2002, both managers struggled against the poor performance of
equity markets. Affiliate revenue fell sharply for the year and totaled
$16.3 million, which was $4.3 million, or 21%, lower than the
$20.6 million recorded in 2001.

The decrease was due primarily to a dramatic decline in income
from Roxbury, a growth-style investment manager. Revenue from
Roxbury fell 40%, to $8.6 million, as assets under management
declined 52% to $3.7 billion. In addition to being affected by declin-
ing valuations, Roxbury experienced the loss of some business, as

clients moved assets away from this style of investing.
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During the second half of the year, Roxbury initiated a number of
steps to stabilize its revenue trend. A small-cap product was added
and expenses were reduced. A mid-cap product is in the incubation
stage and additional third-party marketing relationships are planned.

The impact of market volatility and investor caution was not as
harsh at Cramer Rosenthal McGlynn, a value-style investment man-
ager. Revenue from Cramer Rosenthal McGlynn totaled $7.7 mil-
lion, which was 21% more than the $6.3 million recorded in 2001.
Assets under management reached $5 billion in March, but the
growth could not be sustained in the face of market declines. At
year-end 2002, assets under management were $3.5 billion, which
was 24% lower than at year-end 2001.

Given current asset levels and operating margins, the combined
affiliate manager revenue is expected to total between $4 million and
$5 million in 2003. This compares with the $16.3 million recorded
in 2002.

Goodwill and service charges In 2002, expense associated with
the amortization of acquisition goodwill decreased $8.6 million, or
87%, as the corporation adopted SFAS No. 142, “Goodwill and Other
Intangible Assets,” which discontinued the practice of systematically
amortizing goodwill, but not other intangibles. Goodwill is now sub-
ject to periodic measurement for impairment. Impairment losses
would be recognized in the period incurred.

Service charges on deposit accounts increased to $29.9 million,
which was $2.6 million, or 10%, higher than in 2001. This increase
was due principally to increases in fees for returned items and over-
drafts, service charges on regular and other related checking
accounts, and automated teller machines. Business checking fee
income for 2002 was $8.2 million, 2 $1.5 million, or 18%, increase
over last year, due in part to a fee increase implemented in the first
half of the year.

NONINTEREST EXPENSE Noninterest expense growth
reflected the corporation’s acquisitions of Balentine and SPV
Management, and the opening of wealth advisory offices in Atlanta,
Baltimore, and Palm Beach. Expenses were consolidated when the
acquisitions were completed, which was January 2002 for Balentine
and April 2002 for SPV Management.

In 2002, noninterest expense totaled $309.9 million. This was
12%, or $33.0 million, higher than 2001 noninterest expense.
Approximately $15.6 million, or 47%, of the increase was attributable
to the acquisitions. Absent the acquisitions, 2002 noninterest expense
was $294.3 million, which was 6%, or $17.4 million, higher than 2001.

22

Salaries and employment benefits expenses were $182.4 million,
which was 9%, or $15.7 million, higher than in 2001. Approximately
$8.1 million, or 52%, of the increase was acquisition-related. On a
normalized basis, excluding the acquisitions, salaries and employ-
ment benefits expenses increased $7.6 million, or 5%.

The corporation had 2,361 full-time-equivalent staff members
at December 31, 2002, which was 45 more than at year-end 2001.
The Balentine and SPV Management acquisitions added 63 staff
members. Absent these acquisitions, there were 18 fewer full-time-
equivalent staff members than at the end of 2001.

Net occupancy expense rose to $20.4 million, which was $3.5 mil-
lion, or 21%, higher than in 2001. The acquisitions accounted for
approximately 27% of the increase. The new office openings and
improvements to existing offices also contributed to the increase.

Furniture and equipment expenses were $2.5 million, or 11%,
higher than for 2001. Approximately 20% of this increase was
acquisition-related, while the remainder was due to higher deprecia-
tion and maintenance costs on furnishings and electronic data pro-
cessing equipment.

Servicing and consulting expense was $13.5 million, which was
$4.4 million, or 49%, higher than in 2001. Compensation paid to
Balentine’s subadvisors accounted for approximately $1.9 million, or
44%, of this increase.

Other noninterest expense totaled $43.1 million, which was
$5.3 million, or 14%, higher than in 2001.
> Approximately $1.8 million, or 34%, of this increase was acquisition-

related and included fees paid by SPV Management to directors it

provides on behalf of clients.

o Legal fees were $5.0 million, an increase of $2.8 million, or 85%.
Legal expenses included $1.8 million to settle litigation pending
since 1996 that involved an aircraft-leasing venture in which the
company served as a trustee.

* A $1.2 million loss was recorded for the write-down of the corpo-
ration’s investment in Clemente Capital, Inc.

As more revenue was generated outside Delaware, the corpora-
tion was subject to additional local and state taxing authorities and to
tax rates that were higher than Delaware’s. This contributed to the
increase in tax expense, as did the pay-downs, redemptions, and
maturites of tax-exempt securities and loans. In 2002, the provision
for income taxes was $73.0 million, which was $7.0 million, or 11%,
higher than in 2001. Federal income tax expense was $66.9 million,
an increase of $4.9 million, or 8%. State income tax expense was
$6.0 million, an increase of $1.4 million, or 30%. The corporation’s
effective tax rate for the year was 35.4%, up from 34.7% in 2001.
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QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

Net interest income is an important determinant of the corporation’s
financial performance. Through management of its interest rate sen-
sitivity exposure, the corporation seeks to maximize the growth of
net interest income on a consistent basis by minimizing the effects of
fluctuations associated with changing market interest rates.

The corporation employs simulation models to assess interest rate
exposure and the effect of variations in interest rates on net interest
income. The models evaluate numerous factors, including:
¢ the composition of assets, liabilities, and off-balance sheet

instruments;
¢ their respective repricing and maturity characteristics;
= the level of market interest rates; and
= other external factors.

The simulations compare multiple interest rate scenarios against a
stable interest rate environment. As a general rule, the model employs
scenarios in which rates gradually move up or down 250 basis points
over one year. The corporation’s objective is to prevent any interest
rate change from having a material impact on net interest income
within a one-year period.

Because of 2002’s low interest rate levels, as of December 31,
2002, the declining rate scenario in the simulation model gradually
moved down only 125 basis points, until the federal funds rate
equaled zero. This ensured that negative rates were not created
within the model.

As of December 31, 2002, the simulation projected that a
gradual 250-basis-point increase in market interest rates would
cause net interest income to rise 8.53% over a one-year period. At
December 31, 2001, the scenario predicted a 2.57% increase.

If interest rates were to experience a gradual decline of 125 basis
points, the model projected that net interest income would decrease
7.17% over a one-year period. At December 31, 2001, the model
employed a 175-basis-point-decline scenario and projected that net
interest income would decrease 5.18%.

The preceding paragraphs contain certain forward-looking state-
ments regarding the anticipated effects on the corporation’s net inter-
est income resulting from hypothetical changes in market interest
rates. The assumptions the corporation uses regarding the effects of
changes in interest rates on the adjustment of retail deposit rates and
the prepayment of residential mortgages, asset-backed securities, and
collateralized mortgage obligations play a significant role in the

results the simulation model projects. Rate and prepayment assump-
tions used in the corporation’s simulation model differ for both assets
and liabilities in rising, as compared to declining, interest rate envi-
ronments. Nevertheless, these assumptions are inherently uncertain
and, as a result, the simulation model cannot predict precisely the
impact of changes in interest rates on net interest income. Manage-
ment reviews the exposure to interest rate risk regularly, and may
employ a variety of strategies as needed to adjust its sensitivity. This
includes changing the relative proportions of fixed-rate and floating-
rate assets and liabilities; changing the number and maturity of fund-
ing sources; asset securitizations; and utilizing derivative contracts

such as interest rate swaps and interest rate floors.

LIQUIDITY

A financial institution’s liquidity demonstrates its ability to meet, in a
timely manner, cash flow requirements that may arise from increases
in demand for loans or other assets, or from decreases in deposits or
other funding sources. Liquidity management, therefore, contains
both asset and liability components.

The maturity and marketability of loans and investments provide
liquidity, as do time deposits at other banks, federal funds sold, and
securities purchased under agreements to resell. Liquidity also results
from internally generated capital, core deposits, large certificates of
deposit, federal funds purchased, securities sold under agreements to
repurchase, and other credit facilities. In 2002, the proportion of
funding that came from core deposits and stockholders” equity was
63.1% in 2002 and 63.3% in 2001.

Management continuously monitors the corporation’s existing
and projected liquidity requirements. The corporation believes that
its standing in the national markets will enable it to obtain additional
funding if the need arises. Wilmington Trust Company is a member
of the Federal Home Loan Bank of Pittsburgh and has $1 billion in
available borrowing capacity secured by collateral.

ASSET QUALITY AND

LOAN LOSS PROVISION

The corporation’s approach to lending is based on adherence to strict
underwriting standards. The corporation undertakes a comprehen-
sive review of the financial condition of the individuals and institu-
tions to which it lends. One of the key determinants in the decision

to extend credit is the nature and extent of the client relationship.
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Loans are rarely made outside of the regional banking business’s geo-
graphic footprint.

As loan balances have increased steadily over the years, and as
lending has expanded into Pennsylvania and Maryland, the portfolio
has remained well-diversified across industry and sector lines, and
credit quality has remained relatively stable. Net charge-offs have
been less than 50 basis points since 1990. Since 2000, more than 95%
of the portfolio’s loans have been classified as “pass” by the corpora-
tion’s internal risk-rating system.

At year-end 2002, 95.65% of the loans in the portfolio were rated
“pass,” up from 95.12% at year-end 2001. Delinquency trends as well
as serious doubt loans declined from the prior year-end levels.

In management’s opinion, the primary indicator of credit quality
is the net charge-off ratio. For 2002, net charge-offs were 31 basis
points, compared with 30 basis points for both 2001 and 2000.

For 2002, net charge-offs totaled $17.6 million. This was $1.8 mil-
lion, or 12%, higher than the $15.8 million reported for 2001.

A single lending relationship with a commercial client in the bio-
medical industry accounted for most of the increase.

In keeping with the portfolio growth, the provision as well as the
reserve for loan losses increased. In 2002, the provision for loan losses
was $22.0 million, which was $2.1 million, or 11%, higher than for
2001. The reserve for loan losses at December 31, 2002, was
$85.2 million, which was $4.4 million, or 5%, higher than the year-
end 2001 reserve of $80.8 million.

As a percentage of loans outstanding, the year-end 2002 reserve
was 1.41%, which was 6 basis points lower than the year-end 2001
reserve of 1.479%.

Combined loans past due 90 days or more, nonaccruing loans, and
restructured loans at December 31, 2002, totaled $54.8 million. This
was $2.9 million, or 6%, higher than the $51.9 million reported at
year-end 2001.

Loans past due 90 days or more at December 31, 2002, were
$12.5 million, down from $13.5 million at December 31, 2001.
Approximately 64% of the 2002 year-end loans past due 90 days or
more were in the commercial loan portfolio; 22% were in the residen-
tial mortgage loan portfolio; and 14% were consumer loans. The cor-
responding ratios at December 31, 2001, were 68%, 23%, and
9%, respectively.

Nonaccruing loans at year-end 2002 totaled $42.4 million. This
was $4.3 million, or 11%, higher than the $38.0 million in non-
accruing loans at year-end 2001. Nearly all of the increase was due
to a single relationship with a commercial client in the educational

services industry.

At year-end 2002, no loans were classified as restructured, com-
pared with loans totaling $375,000 at year-end 2001. Other real
estate owned (OREQ) at year-end 2002 was $3.1 million, up from
$398,000 at year-end 2001. Most of this increase was related to a resi-
dential real estate development in Maryland, from which manage-
ment expects a full recovery.

The overall level of nonperforming loans during 2002 increased
$7.1 million, or 18%, to $45.4 million. The percentage of non-
performing assets to total loans was 75 basis points for 2002 versus
70 basis points for 2001.

If the economy in markets where the corporation conducts business
remains sluggish or deteriorates further, conditions may further impair
the ability of some borrowers to repay their loans in full on a timely
basis. In that event, management would expect levels of nonperform-
ing assets, credit losses, and provisions for loan losses to increase.

To minimize the likelihood and impact of such conditions, man-
agement continually monitors the entire loan portfolio to identify
potential problem loans and avoid disproportionately high concen-
trations of loans to individual borrowers and industries. An integral
part of this process is a regular analysis of all past due loans.

Management has identified some loans in the portfolio for which
serious doubt exists as to the ability of the borrowers to repay their
loans on a timely basis, even though these loans currently either are
performing in accordance with their terms, or are fewer than 90 days
past due. At December 31, 2002, such loans amounted to approxi-
mately $36.2 million. In comparison, such loans at year-end 2001
were nearly twice that level and totaled $60.6 million.

In light of the current levels of past due, nonaceruing, and
problem loans, management believes that the reserve for loan
losses is a reasonable estimate of the known and inherent losses in
the credit portfolic.

The methodology used to calculate the reserve for loan losses has
provided a high degree of reserve adequacy over an extended period
of time. The reserve reflects estimated credit losses for specifically
identified, as well as estimated, probable losses inherent in the
remainder of the portfolio, based on loan type and risk rating classifi-
cation. The reserve methodology includes an analysis of the business
climate and the potential effect on credit losses, which is the basis
for an unallocated portion of the reserve assessment. The business
climate analysis reviews:

° shifts in current market conditions,
¢ the average loan size and complexity within the portfolio,
¢ trends in delinquency,
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¢ changes in the internal risk rating classification,
*  the level of serious doubt loans,

¢ the potential for recoveries, and

¢ trends in bankruptcy filings.

The unallocated and allocated portions of the reserve are
reassessed quarterly as part of the regular application of the reserve
methodology. In accordance with the growth in loan balances, a
portion of the reserve js allocated to new loans within the parameters
of the reserve methodology.

At December 31, 2002, approximately $6.1 million, or 7%, of the
reserve for loan losses was unallocated. In comparison, $6.3 million,
or 8%, of the reserve was unallocated at year-end 2001.

CAPITAL RESOURCES

Management reviews the corporation’s capital position and makes
adjustments as needed to assure that the capital base is sufficient to
satisfy existing and impending regulatory requirements; to meet
appropriate standards of safety; and to provide for future growth.

The corporation’s capital increased in 2002 due primarily to
increased earnings and improvement in the market value of the
investment portfolio. The capital generation rate for 2002 was 9.8%, a
decrease from the 10.8% reported for 2001. Current year earnings of
$133.2 million, net of $66.0 million in cash dividends, added $67.2 mil-
lion to the corporation’s capital. The market value improvement in
the available-for-sale investment portfolio added $2.2 million, while
common stock issued under employee benefit plans and the
Balentine acquisition added another $12.7 million and $8.8 million,
respectively. Equity was reduced by $18.7 million for the acquisition
of treasury stock and by $13.8 million for the recording of an after-
tax minimum pension liability. The remainder of the increase,
$383,000, was the result of net unrealized holding gains, which arose
during the year on derivatives held as cash flow hedges and foreign
currency translation adjustments.

The Federal Reserve Board’s risk-based capital guidelines estab-
lish minimum levels of capital for a bank holding company. The
guidelines are intended to reflect the varying degrees of risk associ-
ated with different on-balance sheet and off-balance sheet items. The
corporation has reviewed its on- and off-balance sheet items and cal-
culated its capital position under these risk-based capital guidelines.

At December 31, 2002, the corporation’s total risk-based capital
ratio was 10.15%, compared with 11.16% reported at the correspond-
ing date a year ago. The Tier 1 risk-based capital ratio at that date
was 7.03%, compared with 7.78% reported at year-end 2001. The
Tier 1 leverage capital ratio was 6.08%, compared with 6.49%

reported a year ago. Each of these ratios exceeded the minimum lev-
els required for adequately capitalized institutions of 8%, 4%, and 4%,
respectively, as well as the levels required for well-capitalized institu-
tions of 10%, 6%, and 5%, respectively.

In April 2002, the corporation’s Board of Directors announced a
two-for-one stock split that took the form of a 100% stock dividend.
The Board also increased the quarterly dividend to $0.255 per share
on a post-split basis. The Board has increased the cash dividend
every year since 1982.

Dividends paid for 2002 totaled $1.005 per share, which was 6%
higher than the $0.945 per share paid in 2001. The dividend payout
ratio for 2002 was 50.0%, compared to 49.7% for 2001.

In April 1996, the Board authorized the buyback of
8,000,000 shares (split-adjusted) of the corporation’s common stock.
That program was completed during 2002 with the purchasc of
551,626 shares. A new 8,000,000-share buyback program was
announced in April 2002. During 2002, the corporation bought back
600,360 of its shares. Of that number, 48,734 were bought under the
new program, at a cost of $1.3 million.

The corporation’s common stock is traded on the New York
Stock Exchange under the symbol “WL.” The following table sum-
marizes the price ranges of the corporation’s common stock and its
quarterly dividends.

Common stock price range and
dividend rate by quarter’

2002
] High Low  Dividend
First quarter $34.63 $30.85 $0.240
Second quarter  $34.53 $29.75 $0.255
Third quarter $32.17 $25.05 $0.255
Fourth quarter $33.09 $25.20 $0.255

2001
High Low  Dividend
$27.72 $26.67 $0.225
$33.18 $28.10 $0.240
$33.50 $25.10 $0.240
$31.73 $25.50 $0.240 |

“Adjusted for the two-for-one stock split paid on June 17, 2002.

INFLATION

The corporation’s asset and liability structure is substantially different
from an industrial company’s, since virtually all of the assets and lia-
bilities of a financial institution are monetary in nature. Accordingly,
changes in interest rates may have a significant impact on a bank
holding company’s performance. Interest rates do not necessarily
move in the same direction or at the same magnitude as the prices of
goods and services. The impact, therefore, of inflation on a bank

holding company’s financial performance is indeterminable.
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200I /2@@@ Financial analysis

2001/2000 PERFORMANCE SUMMARY

Net income for 2001 was $125.2 million, or $1.92 per share, an
increase of 3% over the $120.9 million, or $1.87 per share, reported
tor 2000. On a diluted basis, earnings per share were $1.90, compared
to the $1.85 reported for 2000. The 2001 results included a $1.1 mil-
lion after-tax adjustment, or $0.02 per share, for the cumulative effect
of a change in accounting principle related to the adoption of FASB
Statement No. 133, “Accounting for Derivative Instruments and
Hedging Activities.”

Improvement was realized in the major components of the corpo-
ration’s revenue, Net interest income improved $3.7 million, or 1%, to
$258.8 million, while noninterest revenues rose $11.8 million, or 5%,
to $228.0 million. The provision for loan losses for 2001 was
$19.9 million, compared to the $21.9 million provision for 2000, a
decline of $2.1 million, or 9%. Operating expenses for 2001 increased
$12.2 million, or 5%, to $276.9 million and the provision for income
taxes increased $2.2 million, or 3%, to $66.0 million. These results
produced a return on average stockholders’ equity of 19.53% and a
return on average assets of 1.73%.

The corporation maintained its high level of productivity during
2001. The net profit margin, which measures the percentage of
revenue dollars resulting in net income, was 25.3%, unchanged from
2000. Productivity measured by net income per staff member was
$54,000, up 3% over the $52,600 reported for 2000.

2001/2600 STATEMENT OF CONDITICON
Total assets at December 31, 2001, were $7.5 billion, $196.8 million,
or 3%, higher than at year-end 2000, due primarily to growth in the
loan portfolio. Average total assets for the year were $7.2 billion, or
$20.5 million and 0.3%, higher than for 2000, also due primarily to
growth in the loan portfolio.

The year-to-year growth in the loan portfolio was $299.6 million,
or 6%, to $5.5 billion. The growth in the loan portfolio was offset
partially by a contraction of the investment portfolio, which declined
$179.4 million to $1.28 billion.

The growth in the loan portfolio was fucled by commercial lend-
ing, which grew $285.7 million, or 10%, to $3.27 billion. Retail lend-
ing, which includes loans to individuals consisting of residential
mortgage and consumer loans, increased $13.9 million, or 0.6%, to
$2.22 billion.

Approximately 44% of the loan growth in 2001 occurred within
the corporation’s Delaware market, while 42% originated in the

southeastern Pennsylvania market, and the remainder came from

those markets served by the corporation’s thrift subsidiary,
Wilmington Trust FSB.

The investment portfolio at year-end 2001 was $1.28 billion, or
$179.5 million and 12%, below its 2000 year-end level, as securities
matured, were called, or were sold and not replaced. The available-
for-sale portfolio of $1.26 billion was $175.2 million, or 12%, below
that at year-end 2000, and the held-to-maturity portfolio of
$16.5 million was $4.3 million, or 21%, below that at year-end 2000.
The available-for-sale portfolio at year-end 2001, which is subject to
mark-to-market rules, included unrealized gains of $14.6 million.
This was a $21.5 million improvement over the leve] at December 31,
2000, and was the result of the decline in interest rates during 2001.

The corporation continued to invest in technology and facilities
during the year, resulting in a $9.3 million, or 7%, increase in prem-
ises and equipment. The corporation made investments in its global
trust accounting and customer relationship management systems
during 2001, as well as in enhancements to its online banking sys-
tems. Renovations were completed on the corporation’s headquarters
and existing offices in Philadelphia, Pennsylvania, and Las Vegas,
Nevada, and new offices were opened in Orange County, California,
and Morristown, New Jersey.

Goodwill increased $36.4 million, or 21%, to $208.4 million, as
the corporation increased its ownership interest by $44.5 million in
atfiliate asset manager Roxbury Capital Management. Partially off-
setting this increase was $8.1 million of amortization expense.

Total liabilities at year-end 2001 increased $106.2 million, or 29,
to $6.8 billion, with virtually all of this increase due to higher levels
of deposits. Deposit levels increased $304.8 million, or 6%, over their
2000 year-end levels due primarily to noninterest-bearing demand
deposits, which increased $302.7 million, or 32%. Short-term bor-
rowings declined $190.6 million, or 17%, due primarily to a
$271.2 million, or 25%, decrease in federal funds purchased and secu-
rities sold under agreements to repurchase. As existing funding
matured during the year, certificates of deposit were less expensive
than term federal funds of similar maturities. As a result, there was a
modest shift in the corporation’s funding sources, as 85% came from
deposits, compared with 82% at the prior year-end.

Other liabilities increased $16.6 million, or 22%, to $93.5 million.
Income taxes payable increased $12.7 million, as the tax liability
associated with unrealized gains in the available-for-sale investment
portfolio increased $7.3 million and federal income taxes payable
increased $5.4 million. Employee benefit accruals for salaries, health
care, and pension costs increased $3.7 million.
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Total stockholders’ equity at December 31, 2001, was $682.5 mil-
lion, an increase of $90.6 million, or 15%, over the $591.9 million
reported at year-end 2000. Additions to equity from earnings and the
improvement in the level of unrealized gains within the available-
for-sale investment portfolio were partially offset by dividends and

ongoing purchases of the corporation’s stock.

2001/2000 INCOME STATEMENT
NET INTEREST INCOME The corporation’s net interest
income for 2001, on an FTE basis, was $265.5 million, an increase of
$3.0 million, or 1%, over net income for 2000. The corporation’s net
interest margin for 2001 was 4.02%, 10 basis points above the 3.92%
reported for 2000.

The Federal Reserve Board lowered short-term interest rates
11 times during 2001, reducing the discount rate to 1.25%, 475 basis
point below the 6.00% at which it began the year. These rate reduc-
tions caused both interest revenue and interest expense to decline
during the year.

Interest revenue (FTE) for 2001 totaled $475.4 million, a decrease
of $62.3 million, or 12%, from the $537.8 million reported for 2000.
Interest revenue declined $62.0 million as the average rate earned on
the corporation’s assets fell 82 basis points to 7.21%. Interest revenues
declined another $285,000 due to a $43.8 million decrease in the
average level of earning assets to $6.6 billion. The corporation’s aver-
age prime lending rate was 6.93%, 231 basis points below the 9.24%
for 2000.

Interest expense for 2001 was $210.0 million, a decrease of
$65.4 million, or 24%, from 2000. Interest expense declined $58.7 mil-
lion, as the average rate the corporation paid on its interest-bearing
liabilities fell 92 basis points to 3.19%. The aforementioned reductions
in the discount rate by the Federal Reserve Board were responsible for
this decrease. Interest expense declined an additional $6.7 million, due
to a $166.2 million decrease in the average level of interest-bearing
liabilities to $5.5 billion. The average discount rate was 3.4%, com-
pared with a corresponding average rate for 2000 of 6.24%.

NONINTEREST REVENUE Growth in the corporation’s fee-
based businesses was the impetus behind improved noninterest rev-
enues. The percentage of operating revenue derived from these
fee-based businesses continued to increase, accounting for 48% of
operating revenues for 2001, compared with 47% for 2000.

Operating revenue was $493.5 million, an increase of $14.2 mil-
lien, or 3%, over the $479.3 million reported for 2000.

Total advisory fees during 2001 were $185.0 million, an increase
of $12.5 million, or 7%, over 2000. This represented 79% of fee
income and 37% of operating revenues for 2001, compared with cor-
responding ratios of 77% and 36%, respectively, for 2000.

Wealth advisory fees were $106.1 million, $6.3 million, or 6%,
higher than for 2000. New business development was strong
throughout the United States, with record sales posted in New York
and California. This is noteworthy given that the NASDAQ_
Composite Index, the Dow Jones Industrial Average, and the
S&P 500 were down 21%, 5%, and 12%, respectively, and that approx-
imately 70% of wealth advisory fees are tied to securities valuations.

Assets under management at year-end 2001, excluding those of
affiliate asset managers, were $23.8 billion, down 15% from $28.0 bil-
lion at year-end 2000. Affiliate asset manager fees for 2001 were
$20.6 million. This was a decline of $764,000, or 4%, from the
$21.3 million reported for 2000. The difficult market conditions of
2001 were the primary cause of this decline, with results tied to the
investment style of each affiliate. Revenue from Cramer Rosenthal
McGlynn increased 287% to $6.3 million, as assets under management
increased 37% to $4.6 billion at year-end 2001. Revenue from Roxbury
Capital Management declined 28% to $14.2 million, as assets under
management declined 32% to $7.7 billion at year-end 2001.

Corporate client services fees for 2001 were $58.4 million,
$6.9 million, or 13%, higher than 2000. Double-digit increases were
realized by the capital markets trust and entity management compo-
nents of this business. Capital market trust services increased 35% to
$29.8 million, while entity management services increased 17% to
$12.4 million.

Expense associated with the amortization of acquisition goodwill
increased $708,000, or 9%, due to additional equity interests acquired
in Roxbury. At December 31, 2001, the corporation held a 56.53%
equity position in Cramer Rosenthal McGlynn. The corporation has a
100% interest in the preferred shares of Roxbury, entitling it to a 30%
share of its revenues, together with a 40.25% interest in Roxbury’s
common shares, entitling it to a like percentage of net income.

Service charges on deposit accounts for 2001 were $27.2 million,
an increase of $1.9 million, or 7%, over 2000. This increase was due
principally to increases in fees for returned items and overdrafts,
service charges on regular and other related checking accounts, and
automated teller machines. Business checking fee income for 2001
was $6.7 million, a $1.4 million, or 26%, increase over 2000 due in

part to a fee increase implemented in the first half of 2001.
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Loan fees for 2001 were $7.7 million, an increase of $1.9 million,
or 32%, over 2000. Key drivers of this increase included increases in
commercial and retail loan fees, letter of credit fees, loan application
fees, and documentary fees.

Other noninterest income for 2001 was $4.4 million, a $6.0 million,
or 58%, decrease from 2000. Gains of $7.2 million reported in 2000
from the sale of certain of the corporation’s Pennsylvania and
Maryland branches in connection with its branch rationalization strat-
egy were primarily responsible for this decrease. Securities gains of
$1.5 million were recognized in 2001, compared with $416,000 in
losses for 2000, as the corporation sold selective fixed-rate investments
and had outstanding warrants purchased in connection with a merger.

NONINTEREST EXPENSE Noninterest expense for 2001 was
$276.9 million, an increase of $12.2 million, or 5%, over 2000. The cor-
poration experienced expense increases in salaries and employment
benefits, net occupancy, servicing and consulting fees, and other non-
interest costs.

Salaries and employment benefits expenses for 2001 were
$166.8 million, a $3.9 million, or 2%, increase over those for 2000.
Salary and wage expense during 2001 increased $6.7 million, or 7%,
to $109.8 million. The corporation’s full-time-equivalent employee
number at December 31, 2001, was 2,316, compared with 2,299 at
December 31, 2000. The year-end 2000 count was a decrease of
135 staff positions from 1999, reflecting the outsourcing of the cor-
poration’s item processing unit late in 1999 and early 2000. The
increase in salaries and wages in 2001 was offset partially by a decline
in incentives and bonuses, which decreased $4.2 million, due princi-
pally to a $5.5 million drop in the profit-sharing bonus. This bonus is
based on a formula driven by return on equity and net income
growth. Employment benefits expense increased $1.3 million, or 5%,
t0 $29.2 million, due primarily to higher payroll tax, health insur-
ance, and pension expenses.

Net occupancy and furniture and equipment expenses during
2001 increased $1.8 million, or 5%, over 2000. Depreciation expense
increased $881,000, or 5%, to $18.5 million, reflecting investment in
new software that targets new products and services, as well as in
internal efficiencies, Internet services, and the corporation’s trust sys-
tem. Further contributing to these increases were expenses associated
with the opening of new offices in Orange County, California, and
Morristown, New Jersey; expansion of the offices in Philadelphia and
Las Vegas; and renovations to the corporation’s headquarters.
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Servicing and consulting expense in 2001 was $9.1 million, an
increase of $904,000, or 11%, over 2000, resulting primarily from the
corporation’s outsourcing of its trust tax return preparation work to a
third-party vendor and increased advisory fees paid to its affiliate
asset managers.

Other noninterest expense in 2001 was $51.6 million, a $5.3 mil-
lion, or 12%, increase over 2000, This increase was attributable to
outsourcing contracts for item processing, legal expenses, and train-
ing expenses.

The provision for income taxes for 2001 was $66.0 million, a
$2.2 million, or 3%, increase over 2000. Federal income tax expense
was $61.4 million, an increase of $3.3 million, or 6%, while state
income tax expense was $4.6 million, a decrease of $1.2 million, or
20%. A refund received from a prior year’s state tax filing, coupled
with the corporation’s lower tax rate for its investment holding com-
panies, were responsible for the decrease in state income tax expense.
The corporation’s effective tax rate for the year was 34.7%, compared
with 34.5% in 2000.

QUANTITATIVE AND QUALITATIVE
DISCLOSURES ABOUT MARKET RISK

Net interest income is projected using multiple interest rate scenar-
10s. The results are compared to net interest income projected using
stable interest rates. The corporation’s model generally employs
interest rate scenarios in which interest rates gradually move up or
down 250 basis points over one year. As of December 31, 2001, the
declining rate scenario would gradually move down 175 basis points
until the federal funds rate equals zero. This change ensures that neg-
ative rates are not created within the simulation model. The rising
rate scenario remains unchanged and would gradually increase

250 basis points. The simulation model projected, as of

December 31, 2001, that a gradual 250 basis point increase in market
interest rates would increase net interest income by 2.7% over a one-
year period. This compares to a decrease of 0.2% as measured at
December 31, 2000. If interest rates were to decrease gradually 175
basis points, the simulation model projected, as of December 31,
2001, that net interest income would decrease 5.1% over a one-year
period. This compares to a decrease of 2.4% the simulation projected
would occur on a gradual 250-basis-point decline in market interest
rates as measured at December 31, 2000. The movement in the rate
sensitivity measurements during 2001 was driven primarily by several
key changes. The relative proportion of fixed-rate and floating-rate
assets shifted as loans matured or were repaid and mortgages sold,

while new loans were originated that had a floating interest rate.
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LIQUIDITY

1n 2001, the proportion of funding provided by core deposits —
demand deposits, interest-bearing demand deposits, and certificates
of deposit — was stable when compared to the prior year. As average
total assets were stable year-to-year, funding sources were also stable,
with the relative proportions of core deposits and short-term borrow-
ings (principally federal funds purchased and securities sold under

agreements to repurchase) virtually unchanged.

ASSET QUALITY AND

LOAN LOSS PROVISION

Net charge-offs for 2001 were $15.8 million, a decrease of $6.3 mil-
lion, or 28%, from the $22.1 million reported for 2000. The corpora-
tion’s provision for loan losses for 2001 was $19.9 million. This was
$2.1 million, or 9%, lower than 2000. The reserve for loan losses at
December 31, 2001, was $30.8 million, an increase of $4.0 million, or
5%, over the $76.7 million reported at December 31, 2000. The
reserve at year-end as a percentage of loans outstanding was 1.47%, a
decrease of one basis point from the 1.48% reported at year-end 2000.
Loans past due 90 days or more, nonaccruing loans, and restructured
loans at December 31, 2001, totaled $51.9 million. This represented a
decrease of $4.4 million, or 8%, from the $56.3 million reported at
year-end 2000. Loans past due 90 days or more at December 31,
2001, totaled $13.5 million, unchanged from year-end 2000.
Nonaceruing Joans at year-end 2001 were $38.0 million. This was
$2.1 million, or 5%, below the $40.2 million of nonaccruing loans at
year-end 2000. At year-end 2001, $375,000 of loans were classified as
restructured, compared with $2.6 million at year-end 2000. OREO at
year-end 2001 was $398,000, down $319,000, or 44%, from $717,000
at year-end 2000.

The overall level of nonperforming loans during 2001 decreased
$2.5 million, or 6%. At December 31, 2001, an analysis of loans past
due 90 days or more totaled $13.5 million and reflected that approxi-
mately 68% of those loans were in the corporation’s commercial loan
portfolio, 23% in the residential mortgage loan portfolio, and 9% in
the consumer Joan portfolio. The corresponding ratios at
December 31, 2000, were 65%, 24%, and 11%, respectively.

At December 31, 2001, approximately $60.6 million of loans were
identified that were either currently performing in accordance with
their terms or were less than 90 days past due but for which, in man-
agement’s opinion, serious doubt existed as to the borrowers’ ability
to continue to repay their loans on a timely basis. This compares with
the $44.8 million in loans at year-end 2000 about which the corpora-
tion had serious doubt.

At December 31, 2001, approximately $6.3 million, or 8%, of the
reserve for loan losses was unallocated. This compares with $5.1 mil-
lion, or 7%, of the reserve that was unallocated at year-end 2000.
Loan growth has been addressed through the allocation of reserves to
the new loans within the parameters of the reserve methodology.
Delinquency trends and serious doubt levels both declined from
prior year-end levels. The percentage of loans carrying a pass rating
remained high, at 95%.

CAPITAL RESOURCES

The corporation’s capital increased in 2001 due primarily to increased
earnings and improvement in the market value of the corporation’s
investment portfolio. The corporation’s 2001 capital generation rate
was 10.8%, a decrease from the 12.8% reported for 2000. Earnings in
2001 of $125.1 million, net of $61.5 million in cash dividends, added
$63.6 million to the corporation’s capital. The improvement in the
market value of the corporation’s available-for-sale investment port-
folio added an addirional $13.8 million to equiry. Common stock
issued under employee benefit plans added another $16.0 million,
while the acquisition of treasury stock reduced equity by $3.5 million.
The remainder of the increase, $748,000, was the result of net unreal-
ized holding gains, which arose during the year on derivatives held as
cash flow hedges.

At December 31, 2001, the corporation’s total risk-based capital
ratio was 11.16%, compared with 10.80% reported at the correspond-
ing date in 2000. The corporation’s Tier 1 risk-based capital ratio at
thar date was 7.78%, compared with 7.33% reported at year-end
2000, and its Tier | leverage capital ratio was 6.49%, compared with
5.87% reported for 2000. Each of these ratios exceeded the minimum
levels required for adequately capitalized institutions of 8%, 4%, and
4%, respectively, as well as the levels required for well-capitalized
institutions of 10%, 6%, and 5%, respectively.

In April 2001, the corporation’s Board increased the quarterly div-
idend to $0.24 per share (split-adjusted). This marked the twentieth
consecutive year of increased cash dividends. Dividends paid for
2001, on a split-adjusted basis, totaled $0.945 per share, a 7% increase
over the $0.885 per share paid in 2000. The corporation’s dividend
payout ratio for 2001 was 49.15%, compared to the 47.26% payout
ratio for 2000.

In April 1996, the Board authorized the buyback of 8,000,000
shares (split-adjusted) of the corporation’s common stock. At year-
end 2000, 7,333,558 shares had been bought under the program at a
cost of $179.7 million. During 2001, 114,816 additional shares were
purchased at a cost of $3.5 million, bringing the total number of
shares repurchased under the current program to 7,448,374
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Other information

ACCOUNTING PRONOUNCEMENTS

In August 2001, the FASB issued Statement No. 144, “Accounting
for the Impairment or Disposal of Long-Lived Assets.” This
Statement addresses financial accounting and reporting for the
impairment or disposal of long-lived assets and supersedes SFAS
No. 121, "Accounting for the Impairment of Long-Lived Assets and
for Long-Lived Assets to Be Disposed Of.” However, the Statement
retains the fundamental provisions of Statement No. 121 for (a) recog-
nition and measurement of the impairment of long-lived assets to

be held and used, and (b) measurement of long-lived assets to be dis-
posed of by sale.

This Statement supersedes the accounting and reporting provi-
sions of APB Opinion No. 30, “Reporting the Results of Operations -
Reporting the Effects of Disposal of a Segment of a Business, and
Extraordinary, Unusual, and Infrequently Occurring Events and
Transactions,” for the disposal of a segment of a business. However,
this Statement retains the requirement of Opinion Ne. 30 to report
discontinued operations separately from continuing operations and
extends that reporting to a component of an entity that either has
been disposed of (by sale, by abandonment, or in distribution to own-
ers) or is classified as held for sale. This Statement also amends ARB
No. 51, “Consolidated Financial Statements,” to eliminate the excep-
tion to consolidation for a temporarily controlled subsidiary.

The provisions of this Statement are effective for financial state-
ments issued for fiscal years beginning after December 15, 2001,
and interim periods within those fiscal years, with earlier applica-
tion encouraged.

In April 2002, the FASB issued SFAS No. 145, “Rescission of
FASB Statements No. 4, 44, and 64, Amendment of FASB
Statement No. 13, and Technical Corrections.” This Statement
rescinds SFAS No. 4, “Reporting Gains and Losses from
Extinguishment of Debt,” and an amendment of that Statement,
SFAS No. 64, “Extinguishments of Debt Made to Satisfy Sinking-
Fund Requirements,” along with rescinding SFAS No. 44, "Accounting
for Intangible Assets of Motor Carriers,” and amending SFAS
No. 13, “Accounting for Leases.” SFAS No. 145 (1) eliminates an
inconsistency between the required accounting for sale-leaseback
transactions and the required accounting for certain lease modifica-
tions that have economic effects that are similar to sale-leaseback
transactions, (2) eliminates the extraordinary item treatment of
reporting gains and losses from extinguishments of debt, and

(3) makes certain other technical corrections.

The provisions of SFAS No. 145 related to the rescission of SFAS
No. 4 apply in fiscal years beginning after May 15, 2002. The provi-
sions of SFAS No. 145 related to SFAS No. 13 are effective for trans-
actions occurring after May 15, 2002. All other provisions of SFAS
No. 145 are effective for financial statements issued on or after
May 15, 2002. The adoption of this Statement did not have an
impact on the corporation’s consolidated earnings, financial condi-
tion, or equity.

In June 2002, the FASB issued SFAS No. 146, “Accounting for
Costs Associated with Exit or Disposal Activities.” This Statement
addresses financial accounting and reporting for costs associated with
exit or disposal activities and nullifies Emerging Issues Task Force
Issue No. 94-3, “Liability Recognition for Certain Employee
Termination Benefits and Other Costs to Exit an Activity (including
Certain Costs Incurred in a Restructuring).”

The provisions of this Statement are effective for exit or disposal
activities that are initiated after December 31, 2002, with early appli-
cation encouraged. Management is unable to determine the impact
of this Statement due to its prospective application.

In October 2002, the FASB issued SFAS No. 147, “Acquisitions
of Certain Financial Institutions,” which amends SFAS No. 72,
“Accounting for Certain Acquisitions of Banking or Thrift
Institutions,” SFAS No. 144, “Accounting for the Impairment or
Disposal of Long-Lived Assets,” and FASB Interpretation No. 9.
Except for transactions between two or more mutual institutions,
this Statement removes acquisitions of financial institutions from
the scope of both Statement No. 72 and Interpretation No. 9 and
requires that those transactions be accounted for in accordance with
SFAS No. 141, “Business Combinations,” and No. 142, “Goodwill
and Other Intangible Assets.” Accordingly, the requirement in para-
graph 5 of SFAS No. 72 to recognize any excess of the fair value of
liabilities assumed over the fair value of tangible and identifiable
intangible assets acquired as an unidentifiable intangible asset no
longer applies to acquisitions of businesses within the scope of this
Statement. In addition, this Statement amends SFAS No. 144
to include in its scope long-term customer-relationship intangible
assets of financial institutions such as depositor- and borrower-
relationship intangible assets and credit cardholder intangible assets.
Consequently, those intangible assets are subject to the same undis-
counted cash flow recoverability test, impairment loss recognition,
and measurement provisions that SFAS No. 144 requires for other
long-lived assets that are held and used.

30




WILMINGTON TRUST ANNUAL REPORT 2002

With some exceptions, the requirements of SFAS No. 147 are
effective October 1, 2002. The Corporation does not expect the
adoption of this Statement to have an impact on its consolidated
earnings, financial condition, or equity.

In December, 2002, the FASB issued SFAS 148, “Accounting for
Stock-Based Compensation — Transition and Disclosure.” This
Statement amends SFAS No. 123, “Accounting for Stock-Based
Compensation,” to provide alternative methods of transition for an
entity that voluntarily changes to the fair value based method of
accounting for stock-based employee compensation. It also amends
the disclosure provisions of that Statement to require prominent dis-
closure about the effects on reported net income of an entity’s
accounting policy decisions with respect to stock-based employee
compensation. Finally, this Statement amends Accounting Principles
Board (APB) Opinion No. 28, “Interim Financial Reporting,” to
require disclosure about those effects in interim financial informa-
tion. The requirements for SFAS 148 are effective for financial state-
ments for fiscal years ended and interim periods beginning after
December 15, 2002. The corporation uses the “intrinsic value”
approach to accounting for stock-based compensation as permitted
under APB Opinion No. 25. The corporation has adopted the
disclosure provisions of SFAS No. 148. The disclosure provisions had
no impact on the corporation’s consolidated earnings, financial condi-
tion, or equity (see disclosure information in Note 1 of the consoli-
dated financial statements).

On January 17, 2003, the FASB issued Interpretation No. 46,
“Consolidation of Variable Interest Entities, an interpretation of
Accounting Research Bulletin (ARB) No. 51, Consolidated Financial
Statements.” This Interpretation addresses the consolidation by busi-
ness enterprises of variable interest entities to which the normal con-
ditions for consolidation do not apply, due to the entities’ lack of a
voting interest or lack of control through ownership of a voting inter-
est. The Interpretation requires that an enterprise review its degree of
involvement in a variable interest entity to determine if it is the pri-
mary beneficiary. Certain disclosures about the variable interest
entity and the enterprise’s involvement are required by both the pri-
mary beneficiary and by the enterprise that has a significant interest
in a variable interest entity. Enterprises with variable interests in vari-
able interest entities created after January 31, 2003, must apply the
provisions of the Interpretation to those entities immediately. Enter-
prises with a variable interest in a variable interest entity before

February 1, 2003, must apply the provisions of the Interpretation to
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those entities no later than the beginning of the first interim or
annual reporting period beginning after June 15, 2003. If it is reason-
ably possible that an enterprise will consolidate or disclose informa-
tion about the variable interest entity when this Interpretation
becomes effective, the enterprise must make similar disclosures in all
financial statements issued after January 31, 2003, regardless of the
date on which the variable interest entity was created. The corpora-
tion does not expect this Interpretation to have an impact on its con-
solidated earnings, financial condition, or equity.

CRITICAL ACCOUNTING

POLICIES AND ESTIMATES

Discussion and analysis of the financial condition and results of oper-
ations are based on the consolidated financial statements of the cor-
poration, which are prepared in conformity with accounting
principles generally accepted in the United States of America. The
preparation of these financial statements requires management to
make estimates and assumptions that affect the reported amounts of
assets, liabilities, revenues, and expenses, as well as related disclosure
of contingent assets and liabilities at the date of the financial state-
ments and during the reporting period. Management evaluates esti-
mates on an ongoing basis, including those estimates related to the
allowance for loan losses, stock-based employee compensation, con-
solidation of certain SPEs, affiliate fee income, impairment of good-
will, recognition of corporate trust fees, loan origination fees, and
mortgage servicing assets. Management bases its estimates on histor~
ical experience and various other factors and assumptions that are
believed to be reasonable under the circumstances. This forms the
basis for making judgments about the carrying value of assets and lia-
bilities that are not readily apparent from other sources. Actual
results may differ from these estimates under different assumptions
or conditions.

Management believes the following critical accounting policies
affect its more significant judgments and the estimates that are used
in preparation of its consolidated financial statements: reserve for
loan losses, stock-based employee compensation, consolidation of

certain SPEs, and impairment of goodwill.




MANAGEMENT’S DISCUSSION AND ANALYSIS

RESERVE FOR LOAN LOSSES

The corporation maintains a reserve for loan losses that is manage-
ment’s best estimate of knowr: and inherent estimated losses, based
on subjective judgments regarding the collectibility of loans within
the portfolio. The reserve is reduced by actual credit losses, and is
increased by the provision for loan losses and recoveries from loans
previously charged off. Personnel independent of the various lend-
ing functions evaluate the reserve on a quarterly basis. The level is
determined by assigning specific reserves to individually identified
problem credits, and a general reserve to all other loans. In evaluat-
ing the reserve, specific consideration is given to current micro-
and macro-economic factors, historical net loss experience, current
delinquency trends, and movement within the internally reported
loan quality classifications. The methodology used to determine the
necessary level of the reserve has been applied on a basis consistent
with prior periods.

A portion of the reserve is not specifically allocated to either the
commercial or retail portfolio, and represents probable or inherent
losses that could be caused by certain business conditions not
accounted for otherwise. Typically, business conditions, including
current economic and market conditions, portfolio complexity, pay-
ment performance, loan portfolio risk rating migration, the level of
serious doubt loans, litigation impact, and bankruptcy trends, are
the core of the unallocated reserve position. The determination of the
reserve is inherently subjective, and it requires material estimates,
including the amounts and timing of future cash flows expected to be
received on impaired loans, that may be susceptible to significant
change. Because events affecting borrowers and collateral cannot be
predicted with certainty, there can be no assurance that increases to
the reserve will not be necessary should the quality of any loans dete-
riorate as a result of the factors discussed above.

Management believes that it uses the best information available
to make determinations about the reserve and that it has established
its existing reserve for loan losses in accordance with generally
accepted accounting principles. If circumstances differ substantially
from the assumptions used in making determinations, future adjust-
ments to the reserve may be necessary and results of operations could
be affected.

In addition, various regulatory agencies, as an integral part of their
examination process, periodically review the corporation’s banking
affiliate’s reserve for losses on loans. Such agencies may require the cor-
poration to recognize additions to the reserve based on their judgments

about information available to them at the time of their examination.

STOCK-BASED

EMPLOYEE COMPENSATION

The corporation accounts for its stock-based employee compensation
plans under the “intrinsic value” approach, in accordance with the
provisions of APB No. 25, rather than the “fair value” approach as
prescribed in SFAS No. 123. The “intrinsic value” approach limits the
compensation expense to the excess of a stock option’s market price
on the grant date over the option’s exercise price. Since the corpora-
tion’s stock option plans have exercise prices equal to market values
on the grant date, no compensation expense is recognized in the
financial statements. The “fair value” approach under SFAS No. 123
takes into account the time value of the option and will generally
result in compensation expense being recorded. Each year since the
inception of SFAS No. 123, the corporation has disclosed, in the
notes to the financial statements contained in its annual report to
shareholders (Note 1 — Summary of significant accounting policies),
what the earnings impact would have been, had the corporation
elected the “fair value” approach under SFAS No. 123. Future earn-
ings would be impacted if any change in generally accepted account-
ing principles were to limit the continued use of the “intrinsic value”

approach.

CONSOLIDATION OF VARIABLE
INTEREST ENTITIES (VIEs)
In September 2000, the FASB issued SFAS No. 140, “Accounting
for Transfers and Servicing of Financial Assets and Extinguishments
of Liabilities,” which defines a “qualifying SPE” and precludes its
consolidation in the financial statements of a transferor or affiliate.
On January 17, 2003, the FASB issued Interpretation No. 46,
“Consolidation of Variable Interest Entities, an interpretation of
ARB No. 51, Consolidated Financial Statements.” This
Interpretation addresses the consolidation by business enterprises of
VIEs to which the normal conditions for consolidation do not apply
due to the entity’s lack of a voting interest or lack of control through
ownership of a voting interest. This Interpretation requires that an
enterprise review its degree of involvement in 2 VIE to determine if
it 1s the primary beneficiary. The primary beneficiary is required to
consolidate the VIE into its consolidated financial statements.

The corporation, through its corporate client services business, and
its UK. subsidiary, SPV Management, act as agent/trustee in more than
8,000 transactions involving VIEs. The corporation acts in a fee-for-

service capacity in each of these transactions. The corporation believes
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that, under existing and proposed generally accepted accounting prin-
ciples relating to consolidations, its capacity in relation to these VIEs
precludes it from consolidating them into its financial statements. A
change in generally accepted accounting principles relating to the rules
for consolidation that would require consolidation of VIEs due to the
corporation’s capacity as a service provider or trustee could significantly
increase the assets and liabilities shown in the corporation’s consoli-
dated statement of condition and consequently could have an adverse

effect on its regulatory capital ratios.

IMPAIRMENT OF GOODWILL

Through a series of acquisitions, the corporation has accumulated
goodwill with a net carrying value of $240 million at December 31,
2002. Through 2001, this goodwill was subject to periodic amortiza-
tton, in accordance with the provisions of APB No. 17, “Intangible
Assets.” This treatment provided for 2 gradual reduction in the book
value of the assets over their useful lives. Amortization could be
changed if later events and circumstances warranted 4 revised esti-
mate of the useful lives of the assets. Additionally, under APB No. 17,

estimations of value and future benefits could indicate that the
unamortized cost should be reduced by a reduction in net income.
The 2002 adoption of SFAS No. 142, “Goodwill and Other
Intangible Assets,” eliminated the requirement to amortize goodwill,
and substituted impairment testing. The purpose of impairment
testing is to ensure that an amount presented in the financial state-
ments for goodwill does not exceed its actual fair value. A merhodol-
ogy that is consistent with how the acquired entity or business was
originally valued is to be utilized in testing for impairment on an
annual basis. If this testing indicates that the fair value of the asset is
less than its book value, an impairment expense must be recorded in
the period that the asset has been determined to have a permanent
reduction in value. There may be more volatility in reported income
than under the previous standard, because impairment losses are
likely to occur irregularly and in varying amounts. A major portion of
the goodwill on the corporation’s books is related to its affiliate asset
manager acquisitions. A decline in the fair value of the investment in

either of these firms could incur an impairment expense.

33




Consolidated quarterly results of operations (unaudited)

Wilmington Trust Annual Report 2002

A summary of the unaudited quarterly results of operations for the years ended December 31 is as follows:

2002 2001

(in thousands, except per share amounts) Dec. 31 Sept. 30 June 30 Mar. 31 Dec. 31 Sept. 30 June 30 Mar. 31 ]
Interest income $ 96,937 $100,130 $ 99,536 $ 96,268 $104,003 $115,196 $121,834 $127,765
Interest expense 26,999 29,286 28,866 31,080 38,273 49,320 56,828 65,564
Net interest income 69,938 70,844 70,570 65,178 65,730 65,876 65,006 62,201
Provision for loan losses (5,556) (5,100 (6,062) (5,295) (4,600) (5,300) (4,700) (5,250)
Net interest income after

provision for loan losses 64,382 65,744 64,508 59,883 61,130 60,576 60,306 56,951
Noninterest income 65,715 65,429 64,339 64,671 59,872 55,838 54,805 55,966
Securities gains/(losses) 2,005 ~ - - 738 2 71 711
Net interest and

noninterest income 132,102 131,173 128,847 124,554 121,740 116,416 115,182 113,628
Noninterest expense 81,662 77,096 75,854 75,280 71,861 £8,858 68,134 68,064
Income before income taxes,

minority interest, and

cumulative effect of change

in accounting principle 50,440 54,077 52,993 49,274 49,879 47,558 47,048 45,564
Applicable income taxes 17,901 19,369 18,613 17,119 18,141 16,305 16,066 15,497
Net income before minority

interest and cumulative

effect of change

in accounting principle 32,539 34,708 34,380 32,155 31,738 31,253 30,982 30,067
Minority interest 241 182 143 59 - - - -
Net income before cumulative

effect of change in

accounting principle 32,298 34,526 34,237 32,096 31,738 31,253 30,982 30,067
Cumulative effect of change

in accounting principle (net

of income taxes of $584) - - - - - - - 1,130
Net income $ 32,298 $ 34,526 $ 34,237 $ 32,096 $ 31,738 $ 31,253 $ 30,982 $ 31,197
Net income per share - basic

before cumulative effect

of change in accounting

principle $ 049 § 053 $§ 0.52 § 049 $ 048 $ 048 $ 048 $ 046
Cumulative effect of change

in accounting principle - - - - - - - 0.02
Net income per share —basic $§  0.49 $ 053 § 052 $ 049 $ 048 $ 048 $ 048 $ 048
Net income per share — diluted

before cumulative effect

of change in accounting

principle $ 049 $ 052 $ 052 $ 048 $ 048 $ 048 $ 047 $ 045
Cumulative effect of change

in accounting principle - ~ - - - - - 0.02
Net income per share - diluted$ 049 $ 052 $ 052 $ 048 $ 048 $ 048 $ 047 § 047
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December 31 (in thousands, except per shave amounts) 2002 2001
Assets
Cash and due from banks $ 248,850 $ 210,104
Federal funds sold and securities purchased under agreements to resell 32 104,999
Investment securities available for sale 1,343,899 1,264,848
Investment securities held to maturity (market value of $5,131in 2002 and $17,086 in 2001) 4,787 16,452
Loans:
Commercial, financial, and agricultural 2,328,875 1,861,727
Real estate — construction 501,077 400,534
Mortgage — commercial 964,405 1,009,442
Maortgage - residential 677,205 865,305
instaliment loans to individuals 1,553,934 1,351,825
Unearned income (392) (874)
Total loans net of unearned income 6,025,104 5,487,959
Reserve for loan losses (85,157) (80,784)
Net loans 5,939,947 5,407,175
Premises and equipment, net 155,166 140,224
Goodwill, net of accumulated amortization of $29,785 in 2002 and 2001 240,173 212,851
Other intangible assets, net of accumulated amortization of $8,125 in 2002 and $5,698 in 2001 21,672 6,815
{ Accrued interest receivable 38,593 40,558
Other assets 138,156 114,436
Total assets $8,131,275 37,518,462
Liabilities and Stockholders' Equity
Deposits:
Noninterest-bearing demand $1,1839,610 $1,258,322
Interest-bearing:
Savings 349,322 356,182
Interest-bearing demand 1,833,516 1,410,280
Certificates under $100,000 884,137 900,058
Certificates $100,000 and over 2,080,508 1,665,942
Total deposits 6,337,093 5,590,785
Short-term borrowings:
Federal funds purchased and securities sold under agreements to repurchase 658,828 828,261
U.S. Treasury demand 41,889 94,871
Line of credit 34,000 33,500
Total short-term borrowings 734,717 956,632
Accrued interest payable 29,708 34,540
Other liabilities 127,983 93,475
Long-term debt 160,500 160,500
Total fiabilities 7,390,001 6,835,932
Minarity interest 5 -
Stockholders’ equity:
Common stock: $1.00 par value, authorized 150,000,000 shares; issued 78,528,346 shares 78,528 39.264
Capital surplus 48,115 78,190
Retained earnings 884,203 817,017
Accumulated other comprehensive income (1,209) 10,078
Total contributed capital and retained earnings 1,010,637 944,549
Less: Treasury stock; 12,900,607 shares in 2002 and 13,127,912 shares in 2007, at cost (269,368) (262,019) |
Total stockholders’ equity 741,269 682,530 |
| Total liabilities and stockholders” equity $8,131,275 $7,518,462 |

See notes to consolidated financial statements.
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For the year ended December 31 (in thousands, except per share amounts) 2002 2001 2000
Interest Income
Interest and fees on loans $330,986 $389,517 $430,233
Interest and dividends on investment securities:
Taxable interest 54,258 69,408 88,486
Tax-exempt interest 871 1,862 742
Dividends 6,052 7,013 9,183
Interest on federal funds sold and securities purchased under agreements to resell 604 998 1,810
[ Total interest income 392,871 468,798 530,454
Interest on deposits 87,973 152,042 192,200 |
Interest on short-term borrowings 17,772 46,989 72,054
Interest on long-term debt 10,596 10,954 11,061
Total interest expense 116,341 209,985 275,315 |
Net interest income 276,530 258,813 255,1397
Provision for loan losses (22,013) (19,850 (21,900) |
Net interest income after provision for loan losses 254,517 238,963 233,238
Noninterest Income B
Total advisory fees:
Wealth advisory services 124,005 106,074 99,732
Corporate client services 67,167 58,407 51,470
Affiliate managers 16,270 20,555 21,319
Total advisory fees 207,442 185,036 172,521
Amortization of affiliate manager goodwill and other intangibles (1,253) (8,195) (7,487)
Net total advisory fees after amortization of goodwill and other intangibles 206,189 176,841 165,034
Service charges on deposit accounts 29,875 27,240 25,344
Loan fees and late charges 7,665 7,691 5,812
Card fees 10,672 10,313 10,004
Other noninterest income 5,753 4,396 10,432
Securities gains/(losses) 2,005 1,522 (416)
Total noninterest income 262,159 228,003 216,210
Net interest and noninterest income 516,676 466,966 449,449
Noninterest Expense
Salaries and employment benefits 182,455 166,794 162,939
Net occupancy 20,370 16,846 15,741
Furniture and equipment 26,186 23,665 23,013
Advertising and contributions 8,519 8,932 8,542 ‘!
Servicing and consulting fees 13,491 9,066 8,162
Travel, entertainment, and training 7,504 6,326 4,967
Originating and processing fees 7,281 7.471 4,472
QOther noninterest expense 43,086 37,817 36,846
Total noninterest expense 309,892 276,917 264,682
Net income
Income before income taxes, minority interest, and cumulative effect of change in accounting principle 206,784 190,049 184,767
Income tax expense 73,002 66,009 63,828
Net income before minority interest and cumulative effect of change in accounting principle $133,782 $124,040 $120,939
Minority interest 625 - —_J
Net income before cumulative =ffect of change in accounting principle 133,157 124,040 120,939 |
Cumulative effect of change in accounting principle (net of income taxes of $584) - 1,130 ~ {
Net income’ $133,157 $125,170 $120,939 |
Net income per share — basic: {
Before cumulative effect of change in accounting principle $ 203 $ 190 $ 187 {
Cumulative effect of change in accounting principle - 0.02 ~
Net income per share — basic $§ 203 $ 192 s 1.87 |
Net income per share — diluted:
Before cumulative effect of change in accounting principle $ 2.0t $ 188 $  1.85
Cumulative effect of change in accounting principle - 0.02 -
Net income per share - diluted § 2.01 § 1.90 $ 185 |
Weighted average shares outstanding: o
Basic 65,617 65,147 64,610 1
Diluted £6,301 65,942 65,360

See notes to consolidated financial statements.
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Accumulated

other
Common Capital Retained  comprehensive Treasury
(in thousands, except per share amounts) stock surplus earnings income stock Total
2000
Balance, January 1 $39,264 $70,749 $689,598 $(34,796) $(266,584) $498,231
Comprehensive income:
Net income - - 120,939 - - 120,939
Other comprehensive income, net of tax
Unrealized gains on securities, net of income taxes
of $16,931 - - - 30,101 - 30,101
Reclassification adjustment for security losses included in
net income, net of income taxes of $150 - - - 266 - 266
Net unrealized gains on securities - - - 30,367 - -
Total comprehensive income - - - - - 151,306
Cash dividends paid — $.885 per share ~ - (57,164) - - (57,164)
Common stock issued under employment benefit plans and
to the Board of Directors (227,929 shares issued) - 1,949 - - 6,395 8,344
Nonemployee stock option expense - 119 - - - 119
Acquisition of treasury stock (187,386 shares acquired) - - - - (8,936) (8,936)
Balance, December 31 39,264 72,817 753,373 (4,429) (269,125) 591,900
2001
Comprehensive income:
Net income - - 125,170 - - 125,170
Other comprehensive income, net of tax
Unrealized gains on securities, net of income taxes
of $8,288 - - - 14,733 - 14,733
Reciassification adjustment for security gains included in
net income, net of income taxes of ($548) - - - (974) - (974)
Net unrealized gains on securities - - - 13,759 - -
Net unrealized holding gains arising during the year on
derivatives used for cash flow hedges, net of income
taxes of $373 - - - 944 - 944
Reclassification adjustment for derivative gains included in
net income, net of income taxes of ($21) - - - (196) - (196)
Total comprehensive income - - - - - 139,677
Cash dividends paid — $.945 per share - - (61,526) - - (61,526)
Common stock issued under employment benefit plans and
to the Board of Directors (364,307 shares issued) - 5,254 - - 10,602 15,856
Nonemployee stock option expense - 119 - - - 119
Acquisition of treasury stock (57,408 shares acquired) - - - - (3,496) (3,496)
Balance, December 31 39,264 78,190 817,017 10,078 (262,019) 682,530
2002
Comprehensive income:
Net income - - 133,157 - - 133,157
Other comprehensive income, net of tax
Unrealized gains on securities, net of income taxes
of $1,935 -~ - - 3,439 - 3,439
Reclassification adjustment for security gains included in
net income, net of income taxes of ($722) - - - (1,283) - (1,283)
Net unrealized gains on securities - - - 2,156 - ~
Reclassification adjustment for derivative gains included
in net income, net of income taxes of ($35) - - - (207) - (207)
Foreign currency translation adjustments 590 590
Minimum pension liability adjustment, net of income
taxes of ($7,444) (13,826) (13,826)
Total comprehensive income - - - - - 121,870
Cash dividends paid - $1.005 per share - - (65,971) - - (65,971)
Stock dividend — 100% (32,836,677 shares issued,
6,427,496 treasury shares) 39,264 (39,264) - - - -
Common stock issued under employment benefit plans and
to the Board of Directors (332,567 shares issued) - 5213 - - 7,393 12,606
Nonemployee stock option expense - 119 - - - 119
Common stock issued for purchase of subsidiary
(141,489 shares issued) - 4,857 - - 3,979 8,836
Acquisition of treasury stock (383,199 shares acquired) - - - - (18,721) (18,721)
Balance, December 31 $78,528 $49,115 $884,203 $ (1,209) $(269,368) $741,269

See notes to consolidated financial starements.
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For the year ended December 31 (in thousands) 2002 2001 2000
Operating Activities
Net income $133,157  $125170 $120,939
Adjustments to reconcile net income to net cash pravided by operating activities:
Provision for loan losses 22,013 19,850 21,900
Provision for depreciation 21,030 18,496 17,615
Amortization of goodwill and other intangible assets 2,412 9,846 9,059
Minority interest in net income 5 - -
Compensation expense — noremployee stock options 119 119 119
Amortization of investment securities available-for-sale discounts and premiums 15,401 11,267 6,624
Amortization/(accretion) of investment securities held-to-maturity discounts and premiums 5 6 (12)
Deferred income taxes 5,777 (2,932) (2,346)
Criginations of residential mortgages available for sale (129,586) (87,920) (109,487)
Gross proceeds from sales of loans 131,732 88,852 111,346
Gains on sales of loans (2,146) (832) (1,859)
Securities (gains)/losses (2,005) (1,522) 416
(Increase)/decrease in other assets (35,721) 8,318 (63,709)
Increase/(decrease) in other liabilities 12,034 (6,884) 36,812
Net cash provided by operating activities 174,227 181,734 147,417
i Investing Activities
Proceeds from sales of investrnent securities available for sale 114,658 54,661 495,749
Proceeds from maturities of investment securities available for sale 661,297 463,517 241,092
Proceeds from maturities of investment securities held to maturity 11,766 4,280 10,656
Purchases of investment securities available for sale (865,039)  (331,207) (450,231)
Purchases of investment securities held to maturity (100) - (150)
Investments in affiliates (16,874) (44,553) (33,017)
Cash paid for purchase of subsidiary (6,356) - -
Purchases of loans (3,314 (12,020) (10,262)
Net increase in loans (551,471) (303,335) (380,154)
Purchases of premises and equipment (40,843) (49,639) (27,172)
Dispositions of premises and equipment 4,871 21,829 10,807
Net cash used for investing activities (691,405) (196,467) (142,682)
Financing Activities
Net increase/(decrease) in demand, savings and interest-bearing demand deposits 347,664 305,747 (66,330)
Net increase/(decrease) in certificates of deposit 398,644 (978) (16,538)
Net (decrease)/increase in federal funds purchased and securities sold under agreements to repurchase (169,433)  (271,184) 128,587
Net (decrease)/increase in U.S. Treasury demand (52,982) 64,114 (64,243)
Maturity of long-term debt - {7,500} -
Net increase/(decrease) in line of credit 500 16,500 (8,000)
Cash dividends (65,971) (61,526) (57,164)
Proceeds from common stock issued under employment benefit plans 11,187 14,165 7,578
Payments for common stock acquired through buybacks (18,721) (3,496) (8,936)
Net cash provided by/(used for) financing activities 450,888 55,842 (85,646)
Effect of foreign currency translation on cash 69 - -
(Decrease)/increase in cash and cash equivalents (66,221) 41,109 (80,911)
Cash and cash equivalents at beginning of year 315,103 273,994 354,905
Cash and cash equivalents at end of year $248,882 3315103 $273,994
Supplemental Disclosure of Cash Flow information
Cash paid during the year for:
Interest $121,173  $227,100 $279,672
Taxes 74,816 62,822 68,043
Loans transferred during the year:
; To other real estate owned $ 3,189 § 966 $ 1,935
‘ From other real estate owned 469 1,285 1,794
In conjunction with the acquisitions of Balentine, SPV Management, and
Rodrey Square Investors, liabiiities were assumed as follows:
Fair value of assets acquired $ 44,783 % - $ -
Common stock issued (8,836) - -
Cash paid (18,102) - ~
Liabilities assumed $ 16,485 § - $ -

See notes to consolidated financial statements.

38




WILMINGTON TRUST ANNUAL REPORT 2002

N otes to consolidated

financial statements

Noze 1: Summary of significant
accounting policies

BUSINESS

Wilmington Trust Corporation (the corporation) is a bank and thrift
holding company organized under the General Corporation Law

of Delaware. In December 2000, the corporation became a financial
holding company under the Bank Holding Company Act. It holds
all of the outstanding capiral stock of Wilmington Trust Company
(WTC), a Delaware-chartered bank and trust company engaged in
commercial and trust banking activities since 1903. WTC is the
largest full-service bank in Delaware, with 45 branch offices and 12
principal operating subsidiaries through which it engages in various
lines of business.

The corporation also owns two other depository institutions,
Wilmington Trust of Pennsylvania (WTPA), a Pennsylvania-chartered
bank and trust company, and Wilmington Trust FSB (WTFSB), a
Federally-chartered savings bank, a registered investment advisor,
Rodney Square Management Corporation (RSMC), and two invest-
ment holding companies, WT Investments, Inc. (WTI) and
Wilmington Trust (UK) Limited (WTUK).

Through its subsidiaries, the corporation engages in fiduciary,
wealth management, investment advisory, insurance, and broker-
dealer services, residential, commercial, and construction lending,
and deposit-taking.

Wilmington Trust and its affiliates have offices in California,
Delaware, Florida, Georgia, Maryland, Nevada, New Jersey,

New York, Pennsylvania, Tennessee, the Cayman Islands, London,
and the Channel Islands. In addition, the company is authorized to
conduct business in Ireland, Iraly, Luxembourg, and The Netherlands.
The corporation and its subsidiaries are subject to competition from
other financial institutions. They are also subject to the regulations of
certain federal and state regulatory agencies and undergo periodic

examination by those authorities.

AFFILIATE ASSET MANAGERS

On January 2, 1998, WTI consummated a transaction with Cramer
Rosenthal McGlynn, LLC, an investment advisory firm specializing
in equity investments in small- to middle-capitalization stocks, with
offices in New York City and White Plains, New York. As a result

of this transaction, WTT acquired a 24% equity interest in the firm,
with the ability to acquire additional ownership in the future. WTI
increased its equity interest in the firm to 34% in 1999, 56.53% in
2000, and 63.47% in 2002. Under the acquisition agreement, principal

members and certain key employees of the LL.C have been granted
options to purchase interests in the LLC. If all of these options were
exercised at December 31, 2002, WTTs equity interest would be
reduced to 50.67%. Additionally, these same principal members and
key employees, subject to certain restrictions, can put their interests
in the LLC to WTTI, which would increase WTT's equity interest.
Conversely, WTI, subject to certain restrictions, can call interests
held by principal members and key employees, which would increase
WTT’s equity interest. In the event of a change in control of the cor-
poration, the principal members and key employees can call the
interests held by WTT and retain ownership. The investment is
accounted for under the equity method of accounting and is recorded
in the “Goodwill” and “Other intangible assets” and the “Other
assets” lines of the corporation’s Consolidated Statements of
Condition. The financial results of Cramer Rosenthal McGlynn are
not consolidated with those of the corporation, in part because of the
control the other owners of that entity retain over numerous impor-
tant QOVErnance matters.

On July 31, 1998, WTI consummated a transaction with Roxbury
Capital Management, LLC, an asset management firm head-
quartered in Santa Monica, California, performing investment
management services relating to large-capitalization stocks for insti-
tutional and individual clients. As a result of this transaction, WTI
acquired 100% of the preferred interests, which entitle it to a pre-
ferred profits interest equal to 30% of revenues in the firm. In 2000,
WTT acquired 10.96% of the common interests and increased its
ownership of the common interests to 40.25% in 2001 and 40.91% in
2002. Under the acquisition agreement, principal members and cer-
tain key employees have been granted options to purchase common
interests in the LLC owned by WTIL If all these options were exer-
cised at December 31, 2002, WTT’s common interests would be
reduced to 33.6%. Additionally, these same principal members and
key employees can put their common interests in the LLC to WTI,
which would increase WTT's ownership. Conversely, WTT, subject
to certain restrictions, can call common interests held by principal
members and key employees, which would increase WTT’s owner-
ship. The investment is accounted for under the equity method of
accounting and is recorded in the “Goodwill,” “Other intangible
assets,” and “Other assets” lines of the corporation’s Consolidated
Statements of Condition.

The excess of the carrying value over the underlying equity result-
ing from these transactions was $222 million and $208 million at
December 31, 2002 and 2001, respectively.
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ACQUISITIONS

On January 2, 2002, WTT completed its acquisition of a 100% equity
interest and an 80% profits interest in Balentine Delaware Holding
Company, LLC (Balentine). Balentine, an investment advisory firm
headquartered in Atlanta, Georgia, with offices in Nashville, Tennessee,
oversees management for nearly $1.4 billion in assets for high net
worth families, foundations, and endowments. Through this affilia-
tion, the corporation has gained access to the Atlanta region, which
1s one of the fastest growing metropolitan areas in the United States.
The corporation issued 141,489 shares of its common stock to share-
holders of Balentine at the closing of this transaction, and will issue
additional shares representing the balance of the purchase price in
five installments from 2004 to 2007. The transaction was accounted
for under the purchase method of accounting and Balentine’s 2002
full-year operating results have been consolidated in the corporation’s
2002 financial statements.

In April 2002, WTUK completed its acquisition of SPV
Management Limited (SPV), a London-based provider of entity
management and nexus services for special purpose companies. In
addition to London, the firm is authorized to do business in Milan,
Italy, Dublin, Ireland, the Cayman Islands, and the Channel Islands,
and also provides services to special purpose entities incorporated in
Luxembourg and The Netherlands. This affiliation advances the cor-
poration’s position as a leading global provider of administrative,
fiduciary, and other corporate management services. SPV’s 2002
results since the acquisition have been included in the corporation’s
2002 consolidated financial statements.

In February 2002, WTI completed its acquisition of a 25% equity
interest in Camden Partners Holdings, LLC, a Baltimore-based pri-
vate equity firm. This affiliation gives the corporation access to
Camden’s “fund of funds” private equity advisory service, which

organizes venture capital and corporate finance funds.

BASIS OF FINANCIAL

STATEMENT PRESENTATION

The accompanying consolidated financial statements have been pre-
pared in accordance with accounting principles generally accepted in
the United States of America and include, after elimination of mate-
rial intercompany balances and transactions, the accounts of the cor-
poration, WTC, WTPA, WTFSB, RSMC, WTI, WTUK, and
WTC’s subsidiaries. The preparation of financial statements in con-
formity with accounting principles generally accepted in the United
States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities
and the disclosure of contingent assets and liabilities at the date of

the financial statements and the reported amounts of revenues and
expenses during the reporting period. Management evaluates esti-
mates on an ongoing basis, including those estimates related to the
reserve for loan losses, stock-based employee compensation, consoli-
dation of certain SPEs, affiliate fee income, impairment of goodwill,
recognition of corporate trust fees, loan origination fees, and mort-
gage servicing assets. Certain prior year amounts have been reclassi-
fied to conform to current year presentation. All common stock and
per share amounts have been adjusted to reflect the 100% stock divi-
dend paid on June 17, 2002.

ACCOUNTING PRONOUNCEMENTS

In August 2001, the FASB issued Statement No. 144, “Accounting
tor the Impairment or Disposal of Long-Lived Assets.” This
Statement addresses financial accounting and reporting for the
impairment or disposal of long-lived assets and supersedes SFAS
No. 121, “Accounting for the Impairment of Long-Lived Assets and
for Long-Lived Assets to Be Disposed Of.” However, the Statement
retains the fundamental provisions of Statement 121 for (a) recogni-
tion and measurement of the impairment of long-lived assets to be
held and used, and (b) measurement of long-lived assets to be dis-
posed of by sale.

This Statement supersedes the accounting and reporting provi-
sions of APB Opinion No. 30, “Reporting the Results of Operations-
Reporting the Effects of Disposal of a Segment of a Business, and
Extraordinary, Unusual, and Infrequently Occurring Events and
Transactions,” for the disposal of a segment of a business. However,
this Statement retains the requirement of Opinion No. 30 to report
discontinued operations separately from continuing operations and
extends that reporting to a component of an entity that either has
been disposed of (by sale, by abandonment, or in distribution to own-
ers) or is classified as held for sale. This Statement also amends ARB
No. 51, “Consolidated Financial Statements,” to eliminate the excep-
tion to consolidation for a temporarily controlled subsidiary.

The provisions of this Statement are effective for financial state-
ments issued for fiscal years beginning after December 15, 2001, and
interim periods within those fiscal years, with earlier application
encouraged. The provisions of this Statement generally are to be
applied prospectively. The adoption of this Statement did not have
an impact on the corporation’s consolidated earnings, financial con-
dition, or equity.

In April 2002, the FASB issued SFAS No. 145, “Rescission of
FASB Statements No. 4, 44, and 64, Amendment of FASB Statement
No. 13, and Technical Corrections.” This Statement rescinds SFAS
No. 4, “Reporting Gains and Losses from Extinguishment of Debt,”

_40




WILMINGTON TRUST ANNUAL REPORT 2002

and an amendment of that Statement, SFAS No. 64,
“Extinguishments of Debt Made to Satisfy Sinking-Fund
Requirements,” along with rescinding SFAS No. 44, “Accounting for
Intangible Assets of Motor Carriers,” and amending SFAS No. 13,
“Accounting for Leases.” SFAS No. 145 (a) eliminates an incon-
sistency between the required accounting for sale-leaseback trans-
actions and the required accounting for certain lease modifications
that have economic effects that are similar to sale-leaseback
transactions, (b) eliminates the extraordinary item treatment of
reporting gains and losses from extinguishments of debt, and

(¢) makes certain other technical corrections. The provisions of SFAS
No. 145 related to the rescission of SFAS No. 4 apply in fiscal years
beginning after May 15, 2002. The provisions of SFAS No. 145
related to SFAS No. 13 are effective for transactions occurring after
May 15, 2002. All other provisions of SFAS No. 145 are effective for
financial statements issued on or after May 15, 2002. The adoption of
this Statement did not have an impact on the corporation’s consoli-
dated earnings, financial condition, or equity.

In June 2002, the FASB issued SFAS No. 146, “Accounting for
Costs Associated with Exit or Disposal Activities.” This Statement
addresses financial accounting and reporting for costs associated with
exit or disposal activities and nullifies Emerging Issues Task Force
Issue No. 94-3, “Liability Recognition for Certain Employee
Termination Benefits and Other Costs to Exit an Activity (including
Certain Costs Incurred in a Restructuring).” The provisions of this
Statement are effective for exit or disposal activities that are initiated
after December 31, 2002, with early application encouraged.
Management is unable to determine the impact of this Statement
due to its prospective nature.

In QOctober 2002, the FASB issued SFAS No. 147, “Acquisitions of
Certain Financial Institutions,” which amends SFAS No. 72,
“Accounting for Certain Acquisitions of Banking or Thrift
Institutions,” SFAS No.144, “Accounting for the Impairment or
Disposal of Long-Lived Assets,” and FASB Interpretation No. 9.
Except for transactions between two or more mutual institutions, this
Statement removes acquisitions of financial institutions from the
scope of both Statement No. 72 and Interpretation 9 and requires
that those transactions be accounted for in accordance with SFAS
No. 141, “Business Combinations,” and No. 142, “Goodwill and
Other Intangible Assets.” Accordingly, the requirement in
paragraph 5 of SFAS No. 72 to recognize any excess of the fair value
of liabilities assumed over the fair value of tangible and identifiable
intangible assets acquired as an unidentifiable intangible asset no
longer applies to acquisitions of businesses within the scope of this
Staternent. In addition, this Statement amends SFAS No. 144 to
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include in its scope long-term customer-relationship intangible
assets of financial institutions such as depositor- and borrower-
relationship intangible assets and credit cardholder intangible assets.
Consequently, those intangible assets are subject to the same undis-
counted cash flow recoverability test, impairment loss recognition,
and measurement provisions that SFAS No. 144 requires for other
long-lived assets that are held and used.

With some exceptions, the requirements of SFAS No. 147 are
effective October 1, 2002. The Corporation does not expect the
adoption of this Statement to have an impact on its consolidated
earnings, financial condition, or equity.

In December 2002, the FASB issued SFAS No. 148, “Accounting
for Stock-based Compensation — Transition and Disclosure.” This
Statement amends SFAS No. 123, “Accounting for Stock-based
Compensation,” to provide alternative methods of transition for an
entity that voluntarily changes to the fair value based method of
accounting for stock-based employee compensation. It also amends
the disclosure provisions of that Statement to require prominent dis-
closure about the effects on reported net income of an entity’s
accounting policy decisions with respect to stock-based employee
compensation. Finally, this Sratement amends APB Opinion No. 28,
“Interim Financial Reporting,” to require disclosure about those
effects in interim financia! information. The requirements for SFAS
No. 148 are effective for financial statements for fiscal years ended
and interim periods beginning after December 15, 2002. The corpo-
ration uses the “intrinsic value” approach to accounting for stock-
based compensation as permitted under APB Opinion No. 25. The
corporation has adopted the disclosure provisions of SFAS No. 148,
The disclosure provisions had no impact on the corporation’s consol-
idated earnings, financial condition, or equity (see “Stock-based
compensation plans” at end of Note 1).

On January 17, 2003, the FASB issued Interpretation No. 46,
“Consolidation of Variable Interest Entities, an Interpretation of
ARB No. 51, Consolidated Financial Statements.” This
Interpretation addresses the consolidation by business enterprises of
variable interest entities to which the normal conditions for conscli-
dation do not apply due to the entities lack of a voting interest or
lack of control through ownership of a voting interest. The
Interpretation requires that an enterprise review its degree of
involvement in a variable interest entity to determine if it is the
primary beneficiary. The primary beneficiary is required to consolidate
the variable interest entity into its consolidated financial statements.

Certain disclosures about the variable interest entity and the
enterprise’s involvement are required by both the primary beneficiary
and by any enterprise that has a significant interest in a variable
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interest entity. Enterprises with variable interests in variable interest
entities created after January 31, 2003, must apply the provisions of
the Interpretation to those entities immediately. Enterprises with a
variable interest in a variable interest entity created before

February 1, 2003 must apply the provisions of the Interpretation to
those entities no later than the beginning of the first interim or
annual reporting period beginning after June 15, 2003. If it is reason-
ably possible that an enterprise will consolidate or disclose informa-
tion about a variable interest entity when this Interpretation becomes
effective, the enterprise must make similar disclosures in all financial
statements issued after January 31, 2003, regardless of the date on
which the variable interest entity was created. The corporation does
not expect this Interpretation to have an impact on its consolidated

earnings, financial condition, or equity.
Accounting Policies

CASH The corporation has defined cash and cash equivalents as
those amounts included in the balance sheet captions “Cash and due
from banks” and “Federal funds sold and securities purchased under

agreements to resell.”

INVESTMENT SECURITIES Debt securities that the
corporation has the intent and ability to hold until maturity are classi-
fied as “held to maturity” and are carried at historical cost, adjusted
for any amortization of premium or accretion of discount. Marketable
equity securities and debt securities that are not classified as held to
maturity are classified as “available for sale” and are carried at fair
value, with the unrealized gains and losses, net of tax, reported as a
part of “Other comprehensive income” within stockholders’ equity.
Realized gains and losses and declines in value judged to be other
than temporary are included in earnings. The specific identification
method is utilized in determining the cost of a security that has been
sold. Premiums and discounts are amortized and accreted, respectively,
as an adjustment of the securities yleld using the interest method,
adjusted for the effects of prepayments on the underlying assets.

LOANS Loans are generally stated at their outstanding unpaid
principal balance net of any deferred fees or costs on originated loans,
and net of any unamortized premiums or discounts on purchased
loans. Interest income is accrued and recognized as income based
upon the principal amount outstanding. Loan origination and
commitment fees net of certain direct origination costs are being
deferred, and the net amounts are being amortized over the contractual
life of the loans as adjustments to the yield utilizing the interest

method. The accrual of interest income is discontinued when a rea-
sonable doubt exists as to the collectibility of interest or principal.
Aloan is determined to be impaired when it is probable that a bor-
rower will be unable to pay all amounts due according to the contrac~
tual terms of the loan agreement. Loans, including those determined
impaired under SFAS No. 114, “Accounting by Creditors for
Impairment of a Loan,” are generally placed on nonaccrual status
after they have become 90 days past due. For installment and revolv-
ing consumer loans, the accrual of interest income continues until
the loan is charged off, which is generally 120 days past due for
installment loans and 180 days past due for revolving consumer

loans. A nonaccrual loan is not necessarily deemed to be uncollectible.

RESERVE FOR LOAN LOSSES The reserve for loan
losses has been established through provisions for loan losses charged
against income. Loans deemed to be uncollectible are charged
against the reserve on a quarterly basis. Recoveries, if any, are cred-
ited to the reserve.

It is the policy of the corporation to maintain a reserve for loan
losses which is management’s best estimate of known and inherent
estimated losses based on subjective judgments regarding the col-
lectibility of loans within the portfolio. The reserve for loan losses
is evaluated on a quarterly basis by personnel independent of the
various lending functions. In evaluating the reserve, specific con-
sideration is given to current micro- and macro-economic factors,
historical net loss experience, current delinquency trends, and move-
ment within the internally reported loan quality classifications,
among other matters. The methodology employed to determine the
necessary level of reserve to maintain has been applied on a basis
consistent with prior periods.

Reserve allocations for the commercial portfolios are maintained at
various levels. Impairment reserve allocations typically are established
for nonperforming commercial credits as identified for evaluation in
accordance with SFAS No. 114, “Accounting by Creditors for
Impairment of a Loan,” and are based on the present value of antici-
pated cash flows discounted at the loan’s effective interest rate at the
date the loan is determined to be impaired or the fair value of the
collateral for collateral-dependent loans. For collateral-dependent
loans, management obtains appraisals for all significant properties.
Specific allocations represent subjective estimates of probable losses
and consider estimated collateral shortfalls. All commercial credits
and letters of credit not subject to specific impairment allocations are
assigned a general reserve based on their internal risk-rating classifica-

tion. An eight-point risk-rating classification system is maintained.
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The definitions and reserve allocation percentages for all adverse clas-
sifications are consistent with current regulatory guidelines.

Reserve allocations for the retail portfolios are determined statis-
tically. Specific allocations are established for identified problem
credits, which typically represent loans nearing the policy guidelines
for chargeoff recognition. General allocations are established for the
remaining retail portfolios by applying a ratio to the outstanding bal-
ances which considers the net loss experience recognized over a his-
torical period for the respective product. Adjustments are made as
information becomes known that adversely affects the perceived
quality of an individual retail portfolio.

A portion of the reserve is not specifically allocated to the com-
mercial or retail portfolios and represents probable or inherent losses
caused by certain business conditions not accounted for otherwise.
Typically, business conditions, including current economic and mar-
ket conditions, portfolio complexity, payment performance, loan
portfolio risk rating migration, the level of “serious doubt” loans, liti-
gation impact, and bankruptey trends are the core of an unallocated
reserve position.

The determination of the reserve is inherently subjective, as it
requires material estimates, including the amounts and timing of
future cash flows expected to be received on impaired loans, that may
be susceptible to signtficant change.

PREMISES AND EQUIPMENT Premises and
equipment are stated at cost less accumulated depreciation.
Depreciation expense is computed on the straight-line basis over

the estimated useful life of the asset. Improvements are capitalized
and depreciated over their useful lives. Gains or losses on dispositions

of property and equipment are included in income as realized.

GOODWILL AND OTHER INTANGIBLE
ASSETS Goodwill represents the unamortized balance of the
excess of the purchase price over the proportionate underlying fair
value of net equity at the time of the corporation’s investments in

its affiliate asset managers and other acquisitions. In addition to peri-
odic testing, a substantial and permanent loss of either customer
accounts and/or assets under management would trigger testing for

impairment using a discounted cash flow approach.

INCOME TAXES The corporation accounts for income
taxes using the asset and liability method, under which deferred tax
assets and liabilities are determined based upon the differences
between financial statement carrying amounts and the tax bases of

existing assets and liabilities. These temporary differences are meas-
ured at prevailing enacted tax rates that will be in effect when the dif-
ferences are settled or realized.

The corporation and its subsidiaries, except for Brandywine Life
Insurance Company, Rodney Square Investors, L.P.,, Wilmington
Trust (Cayman), Lid., Wilmington Trust (Channel Islands), Ltd.,
and WTUK and its subsidiaries, file a consolidated federal income
tax return. Brandywine Life Insurance Company, Rodney Square
Investors, L.P,, Wilmington Trust (Cayman), Ltd., Wilmington
Trust (Channel Islands), Ltd., and WTUK and its subsidiaries file
separate returns. Wilmington Trust (Cayman), Ltd., Wilmington
Trust (Channel Islands), Ltd., and WTUK and its subsidiaries are
foreign companies and are not subject to United States federal
income taxes.

The corporation records low-income housing and rehabilitation
investment tax credits using the equity and the effective yield meth-
ods, respectively, in accordance with Emerging Issues Task Force
Abstract No. 94-1.

TRUST AND ASSET MANAGEMENT FEES
Trust income is recognized on an accrual basis, except for certain
amounts that are recorded when billed. Recording income when
billed does not have a material effect on net income,

PER-SHARE DATA Basic net income per share is based
on the weighted average number of shares outstanding during each
year. Diluted net income per share is similar to basic net income per
share, but includes the dilutive effect of shares issuable under stock
option plans.

COMPREHENSIVE INCOME SFAS No. 130,
“Reporting Comprehensive Income,” establishes rules for the report-
ing and display of comprehensive income and its components. This
Staternent requires, among other things, unrealized gains or losses on
the corporation’s available-for-sale securities, additional minimum
pension liabilities, derivative gains and losses, and foreign currency

translation adjustments to be included in comprehensive income.

DERIVATIVE INTEREST RATE

CONTRACTS The corporation recognizes all derivatives on
its balance sheet at fair value. Derivatives that are not hedges must be
adjusted to fair value through income. If a derivative is a hedge,
depending on the nature of the hedge, changes in the fair value of
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the derivative are either offset against the change in fair value of the
hedged assets, liabilities, or firm commitments through earnings or
recognized in other comprehensive income until the hedged item

is recognized in earnings. The ineffective portion of a derivative’s
change in fair value will be recognized in earnings immediately.

The corporation previously has entered into interest rate swap
and interest rate floor contracts in managing interest rate risk to
reduce the impact of fluctuations in interest rates of identifiable asset
categories, principally floating-rate commercial loans and commer-
cial mortgage loans.

Swaps are contracts to exchange, at specified intervals, the differ-
ence between fixed- and floating-rate interest amounts computed on
contractual notional principal amounts.

Floors are contracts that generate interest payments to the cor-
poration based on the difference between the floating-rate index and
a predetermined strike rate of the specific floor when the index is
below the strike rate. When the index is equal to or above the strike
rate, no payments are made or received by the corporation.

Changes in the fair value of the floors attributed to the change
in “time value” are excluded in assessing the hedge’s effectiveness and
are recorded to “Other noninterest income” in the Consolidated
Statements of Income. Changes in the fair value that are determined
to be ineffective are also recorded to “Other noninterest income” in
the Consolidated Statements of Income. The effective portion of the
change in fair value is recorded in “Other comprehensive income” in
the Consolidated Statements of Condition.

The corporation does not hold or issue derivative financial instru-
ments for trading purposes.

Other noninterest income for the period ended December 31, 2001,
includes net gains of $596,048 resulting from the change in fair value
of floors that was excluded in assessing hedge effectiveness. Net gains
or losses resulting from the cash flow hedges’ ineffectiveness were
immaterial. The amounts recorded to “Other comprehensive income”
are subsequently reclassified to “Interest and fees on loans” in the
Consolidated Statements of Income as a yield adjustment in the same
period in which the hedged forecasted transaction affects earnings.

On April 17, 2001, the corporation sold all of its floors at a gain of
$32,682. For the twelve months ended December 31, 2002, and 2001,
$302,601 and $217,143, respectively, of gains in “Accumulated other
comprehensive income” were reclassified to earnings. During the
12 months ending December 31, 2003, $308,400 of gains in
“Accumulated other comprehensive income” are expected to be

reclassified to earnings.

OTHER REAL ESTATE OWNED

owned (OREQ), which is reported as a component of “Other assets”

Other real estate

in the Consolidated Statements of Condition, consists of assets that
have been acquired through foreclosure or acceptance of a deed in
lieu of foreclosure and loans for which the corporation has taken pos-
session of the collateral. These assets are recorded on the books of the
corporation at the lower of their cost or estimated fair value less cost

to sell, adjusted periodically based upon current appraisals.

STOCK-BASED COMPENSATION PLANS

At December 31, 2002, the corporation had three types of stock-
based compensation plans, which are described in Note 15. The
corporation applies APB No. 25 and related Interpretations in
accounting for these plans. No stock-based compensation cost has
been recognized in the accompanying consolidated financial state-
ments for those plans. If compensation cost for the corporation’s
three types of stock-based compensation plans had been determined
based on the fair valye at the grant dates for awards under those plans
consistent with the methods outlined in SFAS No. 123, “Accounting
for Stock-Based Compensation,” the corporation’s net income would

have been as follows:

2002 2001 2000

(in thousands, except per share amounts)

Net income:

As reported

Deduct: Total stock-based employee

compensation expense determined

[ under fair value based method
! for all awards, net of related
{

$133,157 $125,170 $120,939

tax effects (4,436) (4,703)  (3,161) |
Pro forma net income $128,721 $120,467 $117,778
Basic earnings per share:
As reported $ 203 % 192% 187
J Pro forma 1.96 1.85 1.82
’ Diluted earnings per share:
I Asreported $§ 201 $ 180% 1.85
|_Proforma 1.94 1.83 1.80

Note 2: Restrictions on cash and
due from banks

The Federal Reserve Board requires banks to maintain cash reserves
against certain categories of average deposit liabilities. Such reserves
averaged $10.8 million and $12.0 million during 2002 and

2001, respectively.
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Note 3: INvestment securities

The amortized cost and estimated market value of securities are as follows:

Gross Gross
Amortized Cost unrealized unrealized Estimated market value
(1n thousands) Debt Equity gains losses Debt Equity
Balance, December 31, 2002
Investment securities available for sale:
U.S. Treasury and government agencies § 476,166 $ - $13,359 $ - $ 489,525 $ -
Obligations of state and political subdivisions 12,293 - 746 - 13,039 -
Other securities:
Preferred stock - 113,740 - (1,944) - 111,796
Mortgage-backed securities 496,188 - 11,312 - 507,500 ~
Other debt securities 194,168 - 1,270 (7,335) 188,103 ~
Other marketable equity securities - 33.398 570 (32) - 33,936
Total $1,178,815 $147,138 $27.257 $(9,311) $1,198,167 $145,732
Investment securities held to maturity:
Obligations of state and political subdivisions $ 3592 % - § 338 $ - % 3930 3 -
Mortgage-backed securities 295 - 6 - 301 -
Other debt securities 900 - - - 200 -
Total $ 4,787 $ - $ 344 $ - % 5,131 $ -
Balance, December 31, 2001
Investment securities available for sale:
U.S. Treasury and government agencies $ 564,075 $ - $11,877 $ (9 $ 575944 $ -
Cbligations of state and political subdivisions 12,385 - 585 - 12,970 -
Other securities:
Preferred stock - 87,654 - (3,263) - 84,391
Mortgage-backed securities 440,659 - 9,043 (3) 449,698 -
Other debt securities 100,950 - 1,149 (4,968) 97,131 -
Other marketable equity securities - 44,547 167 - - 44,714
Total $1,118,069  $132,201 $22,821 $(8,243) $1,135,743  $129,105
Investment securities held to maturity:
U.S. Treasury and government agencies $ 10,000 % - $ 359 $ - % 10359 3§ -
Obligations of state and political subdivisions 4,921 - 271 - 5,192 -
Mortgage-backed securities 1,531 - 4 - 1,535 -
Total § 16,452 $ - § 634 $ - $ 17,086 $ -

The amortized cost and estimated market value of debt securities at December 31, 2002, by contractual maturity are shown below (in thousands).
Expected maturities will differ from contractual maturities because the issuers may have the right to call or prepay obligations without penalties.

Debt securities available for sale Debt securities held to maturity
Amortized Market Amortized Market
cost value cost value
Due in one year or iess $ 189,986 §$ 200,336 $ - $ -
Due after one year through five years 297,144 309,821 1,813 1,912
Due after five years through ten years 174,926 181,332 1,779 2,018
Due after ten years 506,759 506,678 1,195 1,201
| Total $1,178,815 $1,198,167 $4,787 $5,131
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Proceeds from the sales of investment securities available for sale
during 2002, 2001, and 2000 were $114.7 million, $54.7 million, and
$495.7 million, respectively. Gross gains of $2.132 million, $1.5 mil-
lion, and $3.3 million 1n 2002, 2001, and 2000, respectively, were real-
ized on those sales, with offsetting losses of $4.1 million in 2000.
There were no offsetting losses in 2002 or 2001. Gross gains of
$7,000, $20,000, and $323,000 in 2002, 2001, and 2000, respectively,
were realized on called securities, with offsetting losses of $134,000 in
2002. There were no offsetting losses in 2001 or 2000. Securities with
an aggregate book value of $695.7 million at December 31, 2002,
were pledged to secure deposits and other commitments.

The corporation’s preferred stock portfolio consists of cumulative
and noncumulative preferred stocks.

At December 31, 2002, the corporation’s mortgage-backed securi-
ties portfolio had an approximate average life of 4.40 years. The port-
folio’s aggregate average yield-to-maturity was 5.20%.

Note 4: Concentrations of loans

The corporation’s lending activity primarily is focused within
Delaware, Florida, Maryland, and Pennsylvania. The corporation
makes no foreign loans. At December 31, 2002, approximately 8% of
the corporation’s total loan portfolio consisted of real estate construc-
tion loans, while approximately 39% represented commercial loans,
16% represented commercial mortgage loans, which were secured by
income-producing properties, and approximately 11% and 26%,
respectively, represented residential mortgage loans and installment
loans to individuals. These ratios are consistent with the correspon-
ding ratios reported at December 31, 2001.

In addition to these loans cutstanding, at Decernber 31, 2002, and
2001, unfunded commitments to lend in the real estate sector were
approximately $856.7 million and $785.6 million, respectively. The
corporation generally requires collateral on all real estate exposure and

a loan-to-value ratio of no greater than 80% when underwritten.
Note 5- Reserve for loan losses

The following is an analysis of the reserve for loan losses:

(in thousands) 2002 2001 2000
Balance, January 1 $80,784 $76,739 § 76,92;{
i Charge-offs (22,433)  (19,335) (26,383) J
i Recoveries 4,793 3,530 4,297
Net charge-offs {17,640y (15,805) (22,086)
Provision charged to operations 22,013 19,850 21,900

| Balance, December 31 $85157 $80,784 $76,733 |
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Information with respect to loans that are considered to be impaired
under SFAS No. 114 for the year ended December 31 is as follows:

2002 2001 2000

(in thousands)

[ Average recorded investment

in impaired loans
’ Recorded investment in impaired
loans at year-end subject to a
reserve for loan losses
(2002 reserve — $11,668;
2001 reserve — $6,297;
2000 reserve -~ $10,066)
Recorded investment in impaired
loans at year-end requiring no
reserve for loan losses
Recorded investment in impaired
loans at year-end
Recorded investment in impaired
( loans at year-end classified
j 85 Nonaccruing
[ Interest income recognized

!
$37,869  $34,178 342,290 T

$37,133  $34,535 $36,213

1,203 316 303

$38,336  $34,851 $36,516

$37,364
$ 2,737

$32,601
$ 1,961

$36,484
$ 4,646

Interest income recognized
above using the cash basis
method of income recognition

2,730 1,842 4,618

[

The following 1s an analysis of interest on nonaccruing loans:

2001 2000
338,016 340,161 |

2002
$42,352

{n thousands)
’ Nonaccruing loans at December 31
|
L

Interest income which would have
been recognized under original terms $ 2,796
2,888

$ 2,707
2,021

$ 5,754

Interest received 4743 |

Naze 6: Premises and equipment

A summary of premises and equipment at December 31 is as follows:

(in thousands) 2002 2001
[
| Lo § 10,136 5 9,406 |
! Buildings and improvements 137,600 123,326
\ Furniture and equipment 154,874 144,104
302,610 276,836

(147,444) (136,612)
$ 155,166 $ 140,224

Accumulated depreciation
Premises and equipment, net

Buildings and improvements are depreciated on a straight-line basis
over an estimated useful life of 39 years.
Furniture and equipment is depreciated on a straight-line basis

over an estimated useful life of 3, 5, or 7 years.
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Note 7: Goodwill and other intangible assets

A summary of goodwill and other intangible assets at December 31 is as follows:

2002 2001
Gross Net Gross Net
carrying Accumulated carrying carrying Accumulated carrying
(in thousands) amount amortization amount amount amaortization amount
Goodwill (nonamortizing) $269,958 $29,785 $240,173 $242 636 $29,785 $212,851
Other intangibles
Amortizing:
Mortgage servicing rights $ 5,400 $ 3,032 3 2,368 $ 4,295 $ 2,203 $ 2,092
Customer lists 15,209 3,022 12,187 4,796 1,840 2,956
Acquisition costs 1,635 1,464 171 1,635 1,137 498
Other intangibles 722 607 115 722 517 205
Nonamortizing
Pension and SERP intangibles 6,831 - 6,831 1,064 - 1,064
Total other intangibles $ 29,797 $ 8125 $ 21,672 $ 12,512 $ 5,697 $ 6,815
Amortization expense of goodwill and other intangible assets for the years ended December 31 is as follows:
{in thousands) 2002 2001

L Amortization expense

$2,412 $9,846

The estimated amortization expense of other intangible assets for each of the five succeeding fiscal years is as follows:

Estimated annual amortization expense (i thousands)

For the year ended December 31, 2003 $2,398
For the year ended December 31, 2004 2,089
For the year ended December 31, 2005 1,584
For the year ended December 31, 2006 1,116
For the year ended December 31, 2007 1,044
The changes in the carrying amount of goodwill for the years ended December 31 are as follows:
2002 2001
Banking Fee-Based Banking Fee-Based

{in thousands) Business Business Total Business Business Total
Balance as of January 1 $3,752 $209,099 $212,851 $4,311 $172,557 $176,868
Goodwill acquired - 27,754 27,754 - 44,553 44,553
Amortization expense - - - (559) 8,011) (8,570)
Impairment loss - (1,151) (1,151) - (1,151) (1,151
Increase in carrying value due to foreign

currency translation adjustments - 718 719 - - -
Balance as of December 31 $3,752 $236,421 $240,173 $3,752 $209,099 $212,851

The goodwill acquired above includes $4.4 million recorded in con-
nection with the acquisition of Balentine, $2.4 million recorded in
connection with the WTTs investment in Camden Partners Holdings,
$6.4 million recorded in connection with the acquisition of SPV
Management, and $13.8 million recorded in connection with
increases in WTT's equity interest in Cramer Rosenthal McGlynn.

During 2002, a loss was recognized for $1.2 million, the corpora-
tion’s remaining investment in Clemente Capital, Inc. (Clemente),
a global investment management adviser. Clemente’s financial per-
formance and account retention led to the corporation’s writeoff
of this investment. The loss was recorded in the “Other noninterest

expense” line of the corporation’s Consolidated Statements of Income.
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Other intangible assets acquired during the year ended
December 31, 2002, are as follows:

Weighted

average

Amount Residual  amortization

(in thousands) Assigned Value period in years
Mortgage servicing rights $1,104 - 3
Customer lists 9,984 - 18

Customer list increase in carrying
value due to foreign currency

translation adjustments 428 - -
Pension and SERP intangibles 5,767 - -
Total $17,283 -

The following table sets forth the computation of basic and diluted
net income per share adjusted for the adoption of SFAS No. 142:

(in thousands,

except per share amounts) 2002 2001 2000
Reported net income $133,157  $125,170 $120,939
Add back: goodwill

amortization - 8,570 7,861
Tax effect - (2,977) (2,716)

[ Adjusted net income $133,157  $130,763 $126,084

Net income per share — basic
Reported net income $ 203 § 192 $  1.87
Goodwill amortization - 0.09 0.08
Adjusted net income

per share — basic $ 203 $§ 201 $ 185
Net income per share — diluted
Reported net income $ 201 $ 190 $ 1.85
GQoodwill amortization - 0.08 0.08 |
Adjusted net income

per share — diluted $ 201 § 198 $ 193

Nete : Securities purchased under
agreements to resell and short-term
borrowings

Short-term borrowings include federal funds purchased, securities
sold under agreements to repurchase, U.S. Treasury demand notes,
and lines of credit.

Federal funds purchased and securities sold under agreements to
repurchase generally mature within 365 days from the transaction
date. The securities underlying the agreements are U.S. Treasury
bills, notes, and bonds that are held at the Federal Reserve as collat-
eral. U.S. Treasury demand notes are generally repaid within seven to
180 days from the transaction date.

The corporation maintains lines of credit with two unaffiliated

banks for $50.0 million and $25.0 million, respectively. Each line

provides for interest to be paid on outstanding balances at the
London Interbank Offered Rate (LIBOR) plus .35% and .30%,
respectively. The agreements require the corporation to maintain cer-
tain financial ratios pertaining to loan quality, limitations on debrt,
and risk-based capital. The corporation was in compliance with all
required covenants contained in the agreements at December 31,
2002, and 2001. The outstanding balances at December 31, 2002, and
2001, on one line of credit were $17.0 and $33.5 million, respectively.
The outstanding balance at December 31, 2002, on the other line of
credit was $17.0 million.

A summary of securities purchased under agreements to resell at

December 31 is as follows:

(in thousands) 2002 2001
Maximum amount outstanding at

Z any month-end $108,413 $128,981
Daily average amount outstanding

during the period 7,370 8,661

Weighted average interest rate for
average amounts outstanding
! during the period 2.51% 3.36%

A summary of securities sold under agreements to repurchase at

December 31 1s as follows:

(in thousands) 2002 2001
| Maximum amount outstanding at
any month-end $287,168 $290,576
Daily average amount outstanding
during the period 232,004 235,600

Weighted average interest rate for
average amounts outstanding
during the period 1.03% 3.06%

Note9: Long-term debt

WTC has obtained advances from the Federal Home Loan Bank of
Pittsburgh to finance its operations facility, the Wilmington Trust
Plaza. Monthly interest payments are due on the first of each month at
a fixed interest rate, with the principal due on the maturity date. Any
payment of the principal prior to the originally scheduled maturity
date is subject to a prepayment fee. On October 9, 2001, a $7.5 million
advance with a 6.20% fixed interest rate and an original term of five years
matured. Information with respect to the advances is as follows:

Principal amount Term Fixed

(in thousands) {years) interest rate Maturity date

$28,000 15 6.55% Qctober 4, 2010
7,500 10 6.41 November 6, 2006 |
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On May 4, 1998, the corporation issued $125.0 million in unsecured
subordinated notes due May 1, 2008. Semiannual interest payments
are due on May 1 and November 1 of each year at a fixed interest rate
of 6.625%. The notes are not redeemable prior to maturity and will
not be subject to any sinking fund.

Under a shelf registration statement filed on March 31, 1998, with
the Securities and Exchange Commission, the corporation has regis-
tered but not issued debt securities, which may be either senior or
subordinated, of $100 million at December 31, 2002. The interest

rate will be set at the time of issue.
Note 10: Contingent liabilities

The corporation and its subsidiaries, in the ordinary course of busi-
ness, are involved in various legal proceedings. While it is not feasible
to predict the outcome of all pending suits and claims, management
does not believe the ultimate resolution of any of these matters will
have a material adverse effect on the corporation’s consolidated

financial condition.
Note 11 Fair value of financial instruments

The following discloses the fair value of financial instruments held by
the corporation as of December 31, 2002, and 2001, whether or not
recognized in the Consolidated Statements of Condition. In cases in
which quoted market prices were not available, fair values were based
upon estimates using present value or other valuation techniques.
These techniques were significantly affected by the assumptions
used, including the discount rate and estimates of cash flows.
Consequently, these fair values cannot be substantiated by compar-
isons with independent markets and, in many cases, may not be real-
ized upon the immediate sale of the instrument. Since generally
accepted accounting principles do not require that certain financial
instruments and all nonfinancial instruments be included in this
presentation, the aggregated fair value amounts do not represent the

underlying value of the corporation.

CASH AND SHORT-TERM INVESTMENTS
The carrying amounts reported for “Cash and due from banks,”
“Interest-bearing time deposits in other banks,” and “Federal funds
sold and securities purchased under agreements to resell” approxi-

mate the fair value of those assets.

INVESTMENT SECURITIES The fair values of
investment securities are based upon quoted market prices when
available. If quoted market prices are not available, fair values are

based upon quoted market prices of comparable instruments.

LOANS The fair values of fixed- and variable-rate loans that
reprice within one year with no significant credit risk are based upon
their carrying amounts. The fair values of all other loans are esti-
mated using discounted cash flow analysis, which utilizes interest
rates currently being offered for loans with similar terms to borrowers

of similar credit quality.

ACCRUED INTEREST RECEIVABLE The car-

rying amount of accrued interest receivable approximates its fair value.

OFF-BALANCE SHEET FINANCIAL
INSTRUMENTS The fair value of outstanding letters of
credit and loan commitments approximate the fees charged for pro-

viding such services.

DEPOSITS AND SHORT-TERM
BORROWINGS The fair values for demand deposits are, by
definition, equal to the amount payable on demand at the reporting
date. The carrying amounts for variable-rate deposits approximate
their fair values at the reporting date. Fair values for fixed-rate certifi-
cates of deposit are estimated using discounted cash flow analysis
that utilizes interest rates currently being offered on such certificates.
The carrying amounts of federal funds purchased and securities sold
under agreements to repurchase and other short-term borrowings

approximate their fair values.

LONG-TERM DEBT The fair value of long-term debt is
based on the borrowing rate currently available to WTC for debt

with similar terms and remaining maturities.

ACCRUED INTEREST PAYABLE The carrying

amount of accrued interest payable approximates its fair value.

DERIVATIVE INTEREST RATE
CONTRACTS The fair values of swaps and floors are based
upon pricing models using current assumptions.

SFAS No. 133, “Accounting for Derivative Instruments and
Hedging Activities,” was adopted on January 1, 2001, and requires
the corporation to recognize all derivatives on its balance sheet at

their fair value. Interest rate swap and floor contracts are recorded in
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the “Other assets” and the “Other liabilities” lines of the corporation’s
Consolidated Statements of Condition. Prior to the adoption of
SFAS No. 133, interest rate swap and floor contracts were classified as
off-balance sheet financial instruments.

Some of the corporation’s commercial loan customers minimize
their interest rate risk by entering into swaps with the corporation, in
which they exchange the floating interest rate on a particular loan for
a fixed interest rate. The corporation in turn offsets this interest rate
risk by entering into mirror swaps with a third party, in which the
third party exchanges the loan customer’s fixed-interest rate pay-
ments for floating-rate payments. The swaps listed in the following
table represent those types of interest rate swaps. At December 31,
2002, the corporation did not have any other interest rate swaps.

The carrying values and estimated fair values of the corporation’s
financial assets, liabilities, and off-balance sheet financial instruments

as of December 31 are as follows:

2002 2001
Carrying Fair Carrying Fair
(in thousands) value value value value

Financial assets:
Cash and due

from banks § 248,850% 248,850% 210,104 % 210,104
Short-term
investments 32 32 104,999 104,999
Investment
securities 1,348,686 1,349,030 1,281,300 1,281,934
Loans, net
of reserves 5,939,947 6,088,286 5,407,175 5,551,734
Interest rate
swap contracts 7,800 7,800 1,339 1,339
Accrued interest
receivable 38,593 38,593 40,558 40,558
Financial liabilities:
Deposits 6,337,093 6,349,628 5,590,785 5,571,138
Short-term
borrowings 734,717 734,717 956,632 956,632
Interest rate
swap contracts 7,800 7,800 1,339 1,339
Accrued interest
payable 29,708 29,708 34,540 34,540
Long-term debt 160,500 158,664 160,500 158,579
2002 2001
Contractual Fair  Contractual Fair
(in thousands) amount value amount value
Off-balance sheet
financial instruments:
Unfunded
commitments
to extend credit $2,812,145 $11,002 $2,658,374 $10,240
Standby and
commercial
letters of credit 247,890 3,718 246,484 3,657 |

Noze 12: Off-balance sheet
financial agreements

In the normal course of business, the corporation engages in off-
balance sheet financial agreements in order to meet the needs of its
customers. A summary of off-balance sheet financial agreements at
December 31 is shown in the table above for Note 11, “Fair Value of
Financial Instruments.”

The corporation’s exposure to credit risk is represented by the
contractual amount of both the commitments to extend credit and
letters of credit, while the notional amount of the swaps and floors
far exceeds any credit risk exposure.

Commitments to extend credit are agreements to lend to a cus-
tomer. Generally, they have fixed expiration dates or termination
clauses and may require payment of a fee. Many commitments expire
without ever having been drawn upon. Letters of credit are condi-
tional commitments issued by the corporation to guarantee the per-
formance of a customer to 2 third party. Maturities normally are for
terms shorter than five years. Many letters of credit expire unfunded.
The credit risk for both of these instruments is essentially the same
as that involved in extending loans. The corporation evaluates each
customer’s creditworthiness on a case-by-case basts. Collateral
(e.g., securities, receivables, inventory, equipment, and residential and
commercial properties) is obtained depending on management’s
credit assessment of the customer.

Note 13: Capital requirements

The corporation and each of its banking subsidiaries is subject to var-
ious regulatory capital requirements by the federal banking agencies.
Failure to meet minimum capital requirements can result in certain
mandatory and possibly additional discretionary actions by regulators
that, if undertaken, could have a direct material effect on the corpo-
ration. Under capital adequacy guidelines and the regulatory frame-
work for prompt corrective action, the corporation and each of its
banking subsidiaries must meet specific capital guidelines that
involve quantitative measures of the corporation’s assets, liabilities,
and certain off-balance sheet items as calculated under regulatory
accounting practices. These capital amounts and classification also
are subject to qualitative judgments by the regulators about compo-
nents, risk weightings, and other factors.

Quantitative measures established by regulation to ensure capital
adequacy require the corporation to maintain minimum amounts and
ratios (set forth in the following table) of total and Tier 1 capital to
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risk-weighted assets, and Tier 1 capital to average assets.
Management believes that, as of December 31, 2002, and 2001, the
corporation and each of its banking subsidiaries meet all capital ade-
quacy requirements to which it is subject.

As of the most recent notification from the Federal regulators, the

corporation and each of its banking subsidiaries were categorized as

well-capitalized under the regulatory framework for prompt correc-
tive action. There are no conditions or events since that notification
that management believes could change the above categorizations.
A summary for the corporation’s and its principal banking sub-
sidiary’s risk-based capital ratios and the levels to be categorized as
adequately- and well-capirtalized as of December 31 is as follows:

To be well-capitalized

For capital under prompt corrective
adeguacy purposes action provisions

Actual Amount Ratio Amount Ratio
(in thousands) Amount Ratio > > > >
As of December 31, 2002: ]
Total capital (to risk-weighted assets):
Wilmington Trust Corporation $678,698 10.15%
Wilmington Trust Company 614,885 10.10 $487,036 8.00% $608,794 10.00%
Tier 1 capital (to risk-weighted assets):
Wilmington Trust Corporation 470,089 7.03
Wilmington Trust Company 540,152 8.87 243,518 4.00 365,277 6.00
Tier 1 capital (to average assets):
Wilmington Trust Corporation 470,089 6.08
Wilmington Trust Company 540,152 7.22 299,253 4.00 374,066 5.00
As of December 31, 2001:
Total capital (to risk-weighted assets):
Wilmington Trust Corporation $653,365 11.16%
Wilmington Trust Company 587,088 10.81 $434,628 8.00% $543,285 10.00%
Tier 1 capital (to risk-weighted assets):
Wilmington Trust Corporation 455,108 7.78
Witmington Trust Company 519,109 9.56 217,314 4.00 325,973 6.00
Tier 1 capital (to average assets):
Wilmington Trust Corporation 455,108 6.49
Wilmington Trust Company 519,109 7.49 277,398 4.00 346,747 5.00

The primary source of funds for payment of dividends by the corpo-
ration historically has been dividends received from WTC. The abil-
ity to pay dividends is limited by Delaware law, which permits a
corporation to pay dividends only out of its capital surplus.

In April 1996, the corporation, after obtaining approval of its
Board of Directors, announced a plan to buy back 8 million shares
of its stock. During the years ended December 31, 2002, 2001, and
2000, 551,626 shares, 114,816 shares, and 374,772 shares, respectively,
were acquired, completing this program. The total cost was
$200.6 million.

In April 2002, the corporation, after obtaining approval of its
Board of Directors, announced a new plan to buy back 8 million shares
of its stock. During the year ended December 31,2002, 48,734 shares

were acquired under this program at a cost of $1.3 million.

Note 14: Related party transactions

In the ordinary course of banking business, loans are made to officers
and directors of the corporation and its affiliates as well as to their
associates. In the opinion of management, these loans are consistent
with sound banking practices and do not involve more than the nor-
mal risk of collectibility. At December 31, 2002, and 2001, loans to
executive officers and directors of the corporation and its principal
affiliates, including loans to their associates, totaled $67.2 million and
$66.5 million, respectively. During 2002, loan additions were
$31.0 million, loan repayments were $30.4 million, and other changes
were $76,000. Other changes include the loan activity of retired and
newly elected executive officers and directors.

The corporation is a guarantor for 63.47% — its ownership interest —
of two obligations of its affiliate, Cramer Rosenthal McGlynn. The
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guaranty is for two lines of credit totaling $8 million, at LIBOR plus
2%, which will expire December 8, 2003.

Note 15: Employment benefit plans

Under its 2002 and 1999 long-term incentive plans, the corporation

may grant incentive stock options, nonstatutory stock options, and

other stock-based and cash-based awards to officers, other key staff
members, and directors for up to 7 million shares of common stock.
Under the plans, the exercise price of each option equals the last sale
price of the corporation’s stock on the date of grant, and an option’s
maximum term is 10 vears. Information with respect to those plans

and the corporation’s prior stock option plans is as follows:

2002 2001 2000

outstanding

Weighted
average
exercise

price

Weighted
average
exercise

price

Weighted
average
exercise

price

Options Options

outstanding

Options
outstanding

Balance, January 1 4,
Options granted
Options exercised

Options forfeited

(443,778)
(134,562)

$25.29
32.90
19.12
29.69

$21.50
2519
14.89
27.02

018,984
933,796

3,772,800
570,812
(622,310)
(102,318)

$22.86
30.88
18.89
27.61

3,255,384
1,022,740
(341,998)
(163,326)

4,
2,

Balance, December 31
Options exercisable, December 31
Weighted average fair value of option granted during the year

374,440 27.40 25.29 22.86

545,240

4,018,984
2,181,372

3,772,800
2,108,716

$ 586 $ 6.19 $ 4.91

The fair value of each option grant is estimated on the date of grant using the Black-Scholes option-pricing model. The following weighted

average assumptions were used:

2002 2007 2000
Dividend yields 3.02% 2.99% 2.93%}
Expected volatility 26.73-27.65 27.05-28.20 22.07-27.08 |
Risk-free interest rate 2.37-2.78 3.74-3.99 4.76-4.89
Expected option life (years) 3-5 3-5 3-5
A summary of the stock options outstanding at December 31, 2002, is as follows:
Options outstanding Options exercisable
Weighted
average Weighted Weighted
remaining average average
Optians contractual exercise Options exarcise
Range of exercise prices outstanding life (years) price exercisable price
$12.38-26.59 1,631,362 5.0 $21.13 1,049,196 $18.67
26.88-30.88 1,394,118 7.5 29.89 1,055,244 29.66
30.98-33.82 1,348,960 8.6 32.42 440,800 31.35
$12.38-33.82 4,374,440 6.9 $27.40 2,545,240 $25.40
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2000 EMPLOYEE STOCK PURCHASE PLAN
Under the corporation’s 2000 employee stock purchase plan, substan-
tially all staff members may elect to participate in purchasing the cor-
poration’s common stock at the beginning of the plan year through
payroll deductions of up to the lesser of 10% of their annual base pay
or $21,250, and may terminate participation at any time. The price
per share is the lower of 85% of fair market value at time of election
to participate or at the end of the plan year, which is May 31.
Information with respect to that plan and the corporation’s prior
employee stock purchase plans is as follows:

Shares reserved

for future  Subscriptions Price
subscriptions  outstanding per share
Balance, January 1, 2000 466,086 114,834
Appropriation-new plan 800,000 -
Subscriptions entered into
on Jure 1, 2000 (109,624) 109,624 $22.29
Forfeitures 13,030 (13,030) 22.29-24.89
Shares issued - (107,572) 2157
Cancellation-old plan (473,348) -
Balance, December 31, 2000 696,144 103,856
Subscriptions entered into
on June 1, 2001 (99,844) 99,844 $27.26
Forfeitures 4416 (4,416) 22.29-27.26
Shares issued - (101,792) 2229 |
Balance, December 31, 2001 600,716 97,492
Subscriptions entered into
on June 1, 2002 (131,864) 131,864 $26.10
Forfeitures 4,169 (4,169) 26.10-27.26
Shares issued - (95,584) 26.53
Balance, December 31, 2002 473,021 129,603

2001 NON-EMPLOYEE DIRECTCOR

STOCK OPTION PLAN

Under the corporation’s 2001 non-employee director stock option
plan, the Compensation Committee of the Board of Directors may
grant nonstatutory stock options to non-employee directors for up to
200,000 shares of common stock. Under the plan, the exercise price
of each option equals the last sale price of the corporation’s stock on

the date of grant, and an option’s maximum term is ten years.
Information with respect to that plan is as follows:

Shares available Options Price
for grant  outstanding per share
Appropriation 200,000 -
Options granted (112,000) 112,000 $31.38
Balance, December 31, 2001 88,000 112,000
Options granted (16,000) 16,000 $32.99
Options forfeited 8,000 (8,000) 32.99
Balance, December 31, 2002 80,000 120,000 ]

PENSION PLAN
The Wilmington Trust Pension Plan is a noncontributory, defined
benefit plan for substantially all staff members of the corporation and
its subsidiaries, and provides for retirement and death benefits. The
corporation has agreed to contribute such amounts as are necessary
to provide assets sufficient to meet the benefits to be paid to the
plan’s members. Annual contributions are designed to fund the plan’s
current SerViCC costs and Pﬁst SE)I'V.ICE‘, COsts plus interest over 10 yﬁars.
Costs of the plan are determined actuarially by the projected unit
credit method. Plan benefits are based on years of service and a modi-
fied career average formula. The plan’s assets are invested primarily
in the equity and fixed-income portfolios of the Wilmington Funds
managed by WTC’s affiliates. Participation in these funds by the plan
was $78.2 million and $95.9 million at December 31, 2002, and 2001,
respectively. The projected benefit obligation and the accumulated
benefit obligation exceeded the plan assets by $38.0 million and
$22.2 million, respectively, at December 31, 2002, and $16.5 million
and $3.9 million, respectively, at December 31, 2001. A minimum liabil-
ity in the amount of $25.4 million was recorded at December 31, 2002.

SUPPLEMENTAL EXECUTIVE
RETIREMENT PLAN

Tn 1989, the corporation adopted a Supplemental Executive
Retirement Plan (the SERP). The plan, covering selected officers, is a
nonqualified defined benefit plan. Assumptions used in determining
the net periodic pension costs are similar to those used in determin-

ing the cost of the corporation’s pension plan. The corporation has
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invested in corporate-owned life insurance contracts to meet its
future obligations under this plan. The projected benefit obligation
and the accumulated benefit obligation exceeded the plan assets by
$16.0 million and $10.7 million, respectively, at December 31, 2002,
and $12.1 million and $9.3 million, respectively, at December 31, 2001.

all retired staff members. Staft members who retire from the corpora-
tion are eligible to receive up to $7,000 each year toward the premium
for medical coverage if they are younger than age 65, and up to
$4,000 toward the premium if they are age 65 or older. Staff members
who retire also are eligible for $7,500 of life insurance coverage. In

accordance with SFAS No. 106, “Employers’ Accounting for
POSTEMPLOYMENT HEALTH CARE
AND LIFE INSURANCE BENEFITS
In addition to providing pension benefits, the corporation makes
available certain health care and life insurance benefits for substantially

Postretirement Benefits Other Than Pensions,” the cost of providing

those benefits is being recognized on the accrual basis.
Information with respect to the pension, SERP, and postemploy-
ment benefit plans 1s as follows:

Pension benefits SERP benefits Postemployment benefits
(in thousands) 2002 2001 2002 2001 2002 2001
Change in benefit obligation:
Net benefit obligation at beginning of year $112,376  $ 97,271 $12,109 $11,187 $ 33,591 $ 26,811
Service cost 4,568 3,570 313 267 683 604
Interest cost 8,381 7,733 1,022 830 2,366 1,979
Plan participants’ contributions - - - - 299 247
Plan amendments 177 - (53) - - -
Actuarial loss/(gain) 9,611 8,752 3,035 267 12,163 6,956
Gross benefits paid (5,223) (4,950) (467) (442) (3,119) (3,006)
Net benefit obligation at end of year $129,800  $112,376 $ 15,959 $12,109 $ 45,983 $ 33,591
Change in plan assets:
Fair value of plan assets at beginning of year $ 95902  $122,267 $ - $ - $ - $ -
Actual return on plan assets (8,824) (21,409 - - - -
Employer contribution 10,000 - 467 442 2,820 2,758
Plan participants’ contributions - - - - 299 247
Gross benefits paid (5,223) (4,950) (467) (442) (3,119) (3,006) [
Fair value of plan assets at end of year $ 91,855 $ 95902 $ - $ - 3$ - $ - !
Funded status at end of year $(38,035) $(16,474)  $(15,859)  $(12,109)  $(45,983)  3(33,591)
Unrecognized net actuarial loss/(gain) 38,773 9,189 5,000 2,178 17,795 5,823
Unrecognized net transition obligation/(asset) (1,683) (2,523) 266 339 - -
Unrecognized prior service cost 4,117 4,747 3.233 3,630 - - |
Net amount recognized at end of year $ 3172 3 (5,061) § (7.460) § (5962) $(28,188)  $(27,768) ]
Amounts recognized in the Consolidated Statements
of Condition consist of:

Accrued benefit cost $ 3,172 $ (5.061) $ (7,460) $ (5,962) $(28,188) $(27,768)
Accrued benefit liability (25,387) - (3,245) (3,309) - -
Intangible assets 4,117 - 3,239 3,303 - -
Net liability recognized (18,098) (5,061) (7,466) (5,968) (28,188) (27,768)
Accumulated other comprehensive income 21,270 - 6 6 - -

| Net amount recognized at end of year $ 3,172 % (5061) $ (7.460) % (5962)  $(28,188)  3(27,768)
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Pension benefits SERP benefits .
[ {in thousands) 2002 2001 2000 2002 2001 2000
Weighted average assumptions used were as follows:
Discount rate 6.75% 7.25% 7.75% 6.75% 7.25% 7.75%
Expected return on plan assets 9.50 9.50 9.50 - - -
Rate of compensation increase 4.50 4.50 4.50 4.50 4.50 4.50
Components of net periodic benefit cost:
Service cost $ 4,568 $ 3,570 $3,423 $ 313 $ 267 $ 298
Interest cost 8,381 7,733 7.196 1,022 830 748
Expected return on plan assets (11,149) (10,553) (8,745) - - -
Amortization of transition obligation/(asset) (841) {841) (841) 73 73 73
Amortization of prior service cost 807 794 794 344 349 269
Recognized actuarial (gain)/loss - (781) (464) 214 37 111 ]
| Net periodic benefit cost $ 1,766 5 (78) $ 363 $1,966 $1,556 $1,499 |

Postemployment benefits

Note 16: Income taxes

[ (in thousands) 2002 2001 2000 |
Weighted average assumptions A reconciliation of the statutory income tax to the income tax
used were as follows: . . g
Discount rate 6.75% 7325%  7.75% expense included in the Consolidated Statements of Income for cach
Components of net periodic of the three years ended December 31 is as follows:
benefit cost:
Service cost $ 683 $ 604 § 635 (in thousands) 2002 2001 2000
Interest cost 2,366 1,979 2,142 Income before taxes and cumulative
Recognized actuarial effect of change in accounting
{gain)/loss 191 - - principle less minority interest $206,159 $190,049 $184,767
Net periodic benefit cost $3,240 $2,583  $2.777 | Income tax at statutory rate of 35%  $ 72,156 $ 66,517 $ 64,668

For measurement purposes, the assumed health care cost trend rate
for 2003 is 10.00%. This rate is assumed to decrease gradually to
5.00% for 2008 and remain at that level thereafter.

A one-percentage-point change in the assumed health care trend
rate would have the following effect:

1% 1%

(in thousands) increase  decrease
Effect on total service and interest cost

components of net periodic postemployment

health care benefit cost $ 223 3 (182)
Effect on accumulated postretirement benefit

obligation for health care benefits 2,225 (1,900

THRIFT SAVINGS PLAN

The Wilmington Trust Thrift Savings Plan covers all full-time staff
members who elect to participate in the plan. Eligible staff members
may contribute from 1% to 15% of their annual base pay. The first 6%
of each staff member’s pay is eligible for matching contributions from
the corporation of $.50 on each $1.00. The amounts contributed by
the corporation to this plan were $3.0 million, $2.8 million, and

$2.5 million in 2002, 2001, and 2000, respectively.

Tax effect of tax-exempt and

dividend income (3,327) (4,323) (4,748)
State taxes, net of Federal tax benefit 3,899 2,989 3,746
Other 274 826 162
Total income taxes $ 73,002 $ 66,008 % 63,828

Taxes currently payable:

Federal $ 63,575 $ 64,342% 60411

State 3,530 4,599 5,763

Foreign 120 - -

Deferred taxes payable (benefit):

Federal 3,308 (2,932) (2,346)
[ State 2,469 - -
| Total income taxes $ 73,002 $ 66,009 § 63,828

The corporation adopted SFAS No. 133, “Accounting for Derivative
Instruments and Hedging Activities,” as of January 1, 2001. The
cumulative effect of the adoption was a $1.1 million increase to con-
solidated income net of $584,000 of tax expense.

The common stock issued under employment benefit plans in the
Consolidated Statements of Changes in Stockholder's Equity for
2002, 2001, and 2000 include a tax benefit of $1.4 million, $1.7 mil-
lion, and $766,000, respectively.
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The significant components of the deferred tax liabilities and
assets at December 31 are as follows:

_ (in thousands) 2002 2001
Deferred tax liabilities: y
Tax depreciation $ - $ 1,584
Prepaid VEBA costs 8,824 6,510
Automobile and equipment leases 4,956 6,355
System development costs 1,230 1,348
Partnerships 14,301 7,653
Market valuation on investment securities 6,719 5,601
Qther 2,416 2,094
Total deferred tax liabilities 38,446 31,145
Deferred tax assets: B
Loan loss provision 29,819 28,289 |
OPEB obligation 9,866 9,719
Unearned fees 9,633 8,168
Pension and SERP 1,478 3,836
Additional minimum pension liability 7,444 -
Qther 1,829 2,307

| Total deferred tax assets 60,170 52,319

| Net deferred tax assets $21,273 $21,174

No valuation allowance was recognized for the deferred tax assets at
December 31, 2002, and 2001. Management believes it is more likely
than not that the deferred tax assets will be realized.

Note 17: Earnings per share

The following table sets forth the computation of basic and diluted
earnings per share:

(in thousands) 2002 2001 2000
Numerator:
Net income $133,157 $125,170 $120,939

Denominator:

Denominator for basic earnings
per share — weighted-
average shares

Effect of dilutive securities;
Employee stock options 684 795 750

Denominator for diluted
earnings per share —
adjusted weighted-
average shares and

65,617 65,147 64,610 |

| assumed conversions 66,301 65,942 85,360
Basic earnings per share $ 203 % 192 % 187
Diluted earnings per share $ 201 % 1903 185

Note 18: Segment reporting

For the purposes of reporting our results, the corporation divides its
business activities into two segments: banking and advisory fee-based
segments. The banking and advisory fee-based segments are man-
aged separately but have overlapping markets, customers, and sys-
tems. The corporation’s strategy to develop full relationships across a
broad product array allows these two segments to market separate
products and services to a common base of customers.

The banking segment includes lending, deposit-taking, and
branch banking in our primary banking markets of Delaware,
Florida, Maryland, and Pennsylvania, along with institutional
deposit-taking on a national basis. Lending activities include com-
mercial loans, commercial and residential mortgages, and construc-
tion and consumer loans. Deposit products include demand
checking, certificates of deposit, negotiable order of withdrawal
accounts, and various savings and money market accounts.

The advisory fee-based segment includes wealth advisory serv-
ices, asset management, mutual fund, corporate client services to
individuals and corporations in the United States and more than
50 other countries and the results of Balentine and SPV
Management. Wealth advisory service activities include investment
management, trust services, private banking, estate settlement, finan-
cial planning, and tax preparation. Asset management activities
include a broad range of portfolio management services, including
fixed-income, short-term cash management, and contributions
resulting from affiliations with Cramer Rosenthal McGlynn and
Roxbury Capital Management. Corporate client services include
custody services, trusteeships for capital leases, collateralized securi-
ties, corporate restructurings and bankruptcies, entity management
services, and retirement services.

The accounting policies of the segments are the same as those
described in the summary of significant accounting policies. The cor-
poration evaluates performance based on profit or loss from opera-
tions before income taxes and without including nonrecurring gains
and losses. The corporation generally records intersegment sales and
transfers as if the sales or transfers were to third parties (i.e., at cur-
rent market prices). Profit or loss from infrequent events such as the

sale of a business are reported separately for each segment.
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Financial data by segment for the years 2002 through 2000 is

as follows:
Year ended December 31, 2002 Banking  Fee-based
(in thousands) business business Totals
| Net interest income $ 242,003% 34,527% 276,530

Provision for loan losses (21,735) (278) (22,013)
Net interest income after provision

for loan losses 220,268 34,245 254,517
Total advisory fees:

Wealth advisory services 7,902 116,103 124,005

Corporate financial services 3,042 64,125 67.167

Affiliate managers - 16,270 16,270

Amortization of affiliate goodwill

and other intangibles - (1,253) (1,253)
Other noninterest income 51,368 2,597 53,965
Securities gains/(losses) 2,008 - 2,005
Net interest and noninterest income 284,585 232,091 516,676
Noninterest expense (160,711) (149,181) (309,892)
Segment profit from operations 123,874 82,910 206,784
Minority interest - (625) (625)
Segment profit before income taxes $ 123,874 §  82,285% 206,159
Intersegment revenue $ -3 -$ -
Depreciation and amortization 25,065 13,783 38,848
Investment in equity

method investees - 242,056 242,056
Segment average assets 6,227,571 1,433,464 7,661 ,O3L]
Year ended December 31, 2001 Banking  Fee-based
(in thousands) business business Totals
Net interest income $ 221,037% 37,776% 258,813
Provision for loan losses (19,480) (370)  (19,850)
Net interest income after provision

for loan losses 201,557 37,406 238,963
Total advisory fees:

Wealth advisory services 6,459 99,615 106,074

Corporate financial services 2,704 55,703 58,407

Affiliate managers - 20,555 20,555

Amortization of affiliate

goodwill and other intangibles - (8,195) (8,195)
Other noninterest income 46,298 3,342 49,640
Securities gains/(losses) 1,522 - 1,522
Net interest and

noninterest income 258,540 208,426 466,966
Noninterest expense (149,339) (127,578) (276,917)
Segment profit from operations 109,20t 80,848 190,049
Segment gain/(loss) from

infrequent events 1,714 - 1,714
Segment profit before income taxes $  110,915$%  80,848% 191,763
Intersegment revenue $ -3 -3 -
Depreciation and amortization 21,624 17,991 39,615
Investment in equity

method investees - 221,195 221,195
Segment average assets 6,085,212 1,144,022 7,229,234

Year ended December 31, 2000 Banking  Fee-based
(in thousands) business business Totals
Net interest income $ 224,967% 30,172% 255,139 |
Provision for loan losses (21,362) (538)  (21,900)
Net interest income after provision

for loan losses 203,605 29,634 233,239

Wealth advisory services 6,549 93,183 93,732

Corporate financial services - 51,470 51,470

Affiliate managers - 21,319 21,319

Amortization of affiliate

goodwill and other intangibles - (7,487) (7,487)
Other noninterest income 42,753 1,567 44,320
Securities gains/(losses) (333) (83) (416)
Net interest and

noninterest income 252,574 189,603 442,177
Noninterest expense (146,563) (118,119) (264,682)
Segment profit from operations 106,011 71,484 177,495
Segment gain/(loss) from

infrequent events 6,018 1,254 7,272
Segment profit before income taxes $  112,029%  72,738% 184,767
Intersegment revenue $ -3 -3 -
Depreciation and amortization 16,625 16,661 33,286
investment in equity

method investees - 186,071 186,071

\iegment average assets 5,919,585 1,289,135 7,208,720

Note 19: Parent company-only
financial statements

The Statements of Condition, Income, and Cash Flows for the par-

ent company are as follows:

STATEMENTS OF CONDITION

December 31 (in thousands) 2002 2001
Assets

Cash and due from banks $ 657 % 4,023
Investment in subsidiaries 788,322 726,878
Investment securities available for sale 5,591 14,622
Advance to subsidiary 96,942 88,100
Income taxes receivable 7,875 7.480
Other assets 3,210 2,463
Total assets $902,597 $843,566
Liabilities and stockholders’ equity

Liabilities $ 2,328% 2,536
Line of credit 34,000 33,500
Long-term debt 125,000 125,000
Stockholders’ equity 741,269 682,530
Total liabilities and stockholders’ equity $902,597 $843,566

vt
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STATEMENTS OF INCOME

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

STATEMENTS OF CASHFLOWS

For the year ended December 31 (in thousands) 2002 2001 2000 For the year ended December 31 (in thousands) 2002 2001 2000
Income Operating activities
Dividend from subsidiaries $ 84,728 § 83,800 % 78,550 Net income $133,157 $125,170 $120,939
Interest on advance to subsidiary 2,859 4,301 6,447 Adjustments to reconcile net income
Interest 97 232 47 1o net cash provided by
Cther noninterest income 2 41 - operating activities:
Total income 87,686 88,374 85,044 Equity in undistributed income
Expense of subsidiaries (53,393) (45,221) (45,339)
Interest on other borrowings 611 855 1,322 Compensation expense —
Interest on fong-term debt 8,281 8,281 8,281 nonemployee stock options 119 119 118
Salaries and employment benefits 119 119 119 Decrease/(increase) in other assets 277 (134) 19,963
Stationery and supplies - 1 - (Decrease)/increase in other liabilities (208) 204 (4,032) |
QOther noninterest expense 1,583 1,243 1,301 Net cash provided by
Total expense 10,594 10,499 11,023 operating activities 79,952 80,138 91,650
Income before income tax benefit and Investing activities
equity in undistributed income Proceeds from sales of investment
of subsidiaries 77,092 77,875 74,021 securities available for sale 68,978 45,041 22,550
Applicable income tax benefit (2,672)  (2,074) (1,579) Purchases of investment securities
Equity in undistributed income available for sale (59,947) (59,532) (22,547)
of subsidiaries 53,393 45,221 45,339 Capital contribution to subsidiaries (5,297) (23,000) (28,126)
Net income $133,157 $125,170 $120,939 Advance to subsidiary (20,742) (17,350) (2,800)
Repayment of advance to subsidiary 11,300 10,050 6,000
Formation of subsidiary (5,205) - -
Purchase of indirect subsidiary - (956) -
Net cash used for investing activities (10,313)  (45,747) (24,923)
Financing activities !
Cash dividends (65,971) (61,526) (57,164)
Net increase/(decrease) in line of credit 500 16,500  (8,000)
Proceeds from common stock issued
under employment benefit plans 11,187 14,165 7,578
Payments for common stock acquired
through buybacks (18,721) (3,496) (8,936)
Net cash used for financing activities  (73,005) (34,357) (66,522)
(Decrease)/increase in cash and
cash equivalents (3,366) 34 205
Cash and cash equivalents at
beginning of year 4,023 3,989 3,784
Cash and cash equivalents
at end of year § 657 § 40233% 3,989
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Management’s responsibility for financial reporting

The management of Wilmington Trust Corporation (the corpora-
tion) is responsible for the financial statements and the other finan-
cial infermation included in this Annual Report. The financial
statements have been prepared in accordance with accounting princi-
ples generally accepted in the United States and include amounts
based upon management’s best judgment where necessary.

Management maintains a system of internal controls and proce-
dures designed to provide reasonable assurance as to the integrity
and reliability of financial records and the protection of assets. The
system of internal control is reviewed continually for its effective-
ness and is revised, when appropriate, due to changing circum-
stances and requirements.

Independent auditors are appointed by the Board of Directors to
audit the financial statements in accordance with auditing standards
generally accepted in the United States and to independently assess the
fair presentation of the corporation’s financial position, results of oper-
ations, and cash flows. Their report appears in this Annual Report.

The Audit Committee of the Board of Directors, composed exclu-
sively of outside directors, is responsible for reviewing and monitoring

the corporation’s accounting and reporting practices. The Audit
Committee meets periodically with management, internal auditors,
and the independent auditors to discuss specific accounting, financial
reporting, and internal control matters. Both the internal auditors and
the independent auditors have direct access to the Audit Committee.

LT Mkl

Ted T. Cecala
Charrman and Chief Executive Officer

%WWM%

Robert V.A. Harra Jr.
President and Chief Operating Officer

David R. Gibson
Chief Financial Officer and

Executive Vice President,

Finance and Administration
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Report of independent auditors

The Board of Directors
Wilmington Trust Corporation:

We have audited the accompanying consolidated statement of con-
dition of Wilmington Trust Corporation and subsidiaries (the
Corporation) as of December 31, 2002, and 2001, and the related
consolidated statements of income, changes in stockholders’ equity, and
cash flows for the years then ended. These consolidated financial state-
ments are the responsibility of the Corporation’s management. Qur
responsibility is to express an opinion on these consolidated financial
statements based on our audits. The accompanying consolidated finan-
cial statements of the Corporation for the year ended December 31,
2000, were audited by other auditors whose report thereon dated
January 26, 2001, expressed an unqualified opinion on those statements.
‘We conducted our audits in accordance with auditing standards
generally accepted in the United States of America. Those standards
require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free of material

misstatement. An audit includes examining, on a test basis, evidence

supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits
provide a reasonable basis for our opinion.

In our opinion, the 2002 and 2001 consolidated financial statements
referred to above present fairly, in all material respects, the financial
position of Wilmington Trust Corporation and subsidiaries as of
December 31,2002 and 2001, and the results of their operations and
their cash flows for the years then ended in conformity with account-
ing principles generally accepted in the United States of America.

As discussed in Notes 1, 7 and 11 to the consolidated financial
staternents, the Corporation adopted Statement of Financial
Accounting Standards (SFAS) No. 142, “Goodwill and Other
Intangible Assets” in 2002 and SFAS No. 133, “Accounting for
Derivative Instruments and Hedging Activities” in 2001.

KPMe LUP

January 15, 2003
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Stockholder information

CORPORATE HEADQUARTERS
Wilmington Trust Center

Rodney Square North

1100 North Market Street

Wilmington, DE 19890-0001
888.456.9361

wilmingtontrust.com

COMMON STOCK

Wilmington Trust Corporation common
stock is traded under the symbol WL on
the New York Stock Exchange.

DIVIDENDS

Dividends usually are declared in the

first month of each quarter to stockholders
of record as of the first business day in
February, May, August, and November.
Dividend payment dates usually are two
weeks later. Wilmington Trust has paid cash

dividends on its common stock since 1908.

STOCK TRANSFER AGENT,
DIVIDEND REINVESTMENT
AGENT, AND REGISTRAR

OF STOCK

Inquiries relating to stockholder records,
stock transfers, changes of ownership,
changes of address, duplicate mailings,
dividend payments, and the dividend
reinvestment plan should be directed to
the stock transfer agent:

WELLS FARGO SHAREOWNER
SERVICES
Telephone: 800.999.9867

Mailing Address:
PO. Box 64854
St. Paul, MN 55164

Street Address:
161 North Concord Exchange
South St. Paul, MN 55075

DIVIDEND REINVESTMENT
AND VOLUNTARY STOCK
PURCHASE PLAN

The corporation offers a plan under which
participating stockholders can purchase
additional shares of the corporation’s com-
mon stock through automatic reinvestment
of their regular quarterly cash dividends
and/or voluntary cash payments. All com-
missions and fees connected with the
purchase and safekeeping of the shares are
paid by the corporation. For details of the
plan, contact the stock transfer agent.

DUPLICATE MAILINGS

You may receive more than one copy of

this annual report due to multiple accounts
within your household. The corporation

1s required to mail an annual report to each
name on our stockholder list unless the
stockholder requests that duplicate mailings
be eliminated. To eliminate duplicate
mailings, please send a written request to

the stock transfer agent.

ANNUAL MEETING

The annual meeting of the corporation’s
stockholders will be held at the
Wilmington Trust Plaza, 301 West 11th
Street, Wilmington, Delaware, on
Thursday, April 17, 2003, at 10:00 a.m.

INFORMATION REQUESTS
Analysts, investors, and others seeking
financial information, including requests

for the annual report on Form 10-K filed with
the Securities and Exchange Commission,
should contact Ellen J. Roberts, Vice President,
Investor Relations, 302.651.8069.

"2003 Wilmington Trust Corporation. Affiliates in California,
Delaware, Florida, Georgia. Maryland, Nevada, New Jeriey, New York,
and Pennsplvania. Members FDIC. Other offices in Tennessee, London,
Channel Istands, and Cayman Islands. Authorized to conduct business in
Ireland, Italy, Luxembourg, and The Netherlands.

WILMINGTON TRUST
OFFICE LOCATIONS

CALIFORNIA
Costa Mesa, 714.384.4150
Santa Monica, 610.899.7000

DELAWARE

Corporate headquarters
Wilmington, 302.636.6676

Office locations throughout the state

FLORIDA

North Palm Beach, 561.630.1477
Palm Beach, 561.514.6730
Stuart, 772.286.3686

Vero Beach, 772.234.1700

GEORGIA
Atlanta, 404.760.2150

MARYLAND
Baltimore, 410.468.4325

NEVADA
Las Vegas, 702.866.2200

NEW JERSEY
Morristown, 973.285.3341

NEW YORK
Manhattan, 212.751.9500

PENNSYLVANIA
Doylestown, 267.880.7000
Philadelphia, 215.419.6570
Villanova, 610.520.1430
West Chester, 610.430.2202

INTERNATIONAL
London, 44.207.614.1111
Channel Islands, 44.1534.495.555
Cayman Islands, 345.946.4091




V \/ilmington Trust Corporation ‘

CORPORATE HEADQUARTERS !
Rodney Square North ¢

1100 North Market Street
Wilmington, DE ‘ :
19890 - 0001 )
888.456.9361

wilmingtontrust.com
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